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OPENING STATEMENT 


Mr. Norrevu. The committee will come to order. I would like 
the record to show the presence of the entire membership of the 
special committee, with no absentees this morning. 

The special committee has been created by Chairman Cannon to 
hear the budget estimates submitted by the President regarding the 
recent flood disaster in the Middle West, amounting to $400 million. 

We are glad to have with us this morning Mr. Howse, who is assist- 
ant to, and personal representative of, the Director of the Office of 
Defense Mobilization. He will testify first and will be the leading 
or key witness in regard to this budget estimate. 

At this point we will let the record include House Document No. 228. 

(The document is as follows:) 


{H. Doc. No, 228, 82d Cong., Ist sess.] 


MessaAGE From THE PRESIDENT OF THE UNITED States TRANSMITTING A REPORT 
RELATIVE TO THE FLOOD DISASTER IN THE MippLE WEsT OF THE UNITED 
STATES 

To the Congress of the United States: 


I request your urgent consideration of a matter of grave emergency. A great 
flood disaster—-one of the most terrible in the history of the United States—has 


(1) 








struck a vast area of the Middle West. The center of its devastation is the vallev 
of the Kansas River, but destruction is spread through other Kansas valleys and 
parts of Missouri and Oklahoma, and has touched several of the adjacent States. 

From May 15 to early July, rain fell almost constantly over an area of thousands 
of square miles, with the heaviest downpours concentrated in south-central 
Kansas. By early July, the streams and rivers of Kansas had risen to unprece- 
dented heights. Reservoirs, where they existed, overflowed. Millions of tons of 
water plunged downstream, crumbling dikes and levees all along the course and 
sweeping away homes, farms, businesses, roads, bridges, and communication lines. 
The crest of the flood hit the concentrated industrial area along the river banks 
at Kansas City, Kans., and Kansas City, Mo., on July 13, and swept a path of 
destruction across the entire width of Missouri before its foree was spent. 

The velocity of the waters, as well as their depth and volume, was without 
parallel in the recorded history of the region. For the month of July, stream 
flow in central Kansas was 70 times normal. 

The loss to the Nation along 1,000 miles of river valleys is now being measured. 
Already more than $1,000,000,000 in physical damage and at least that much 
more in loss of income has been counted in preliminary estimates. When the 
final estimate is in, the toll will be greater. 

I wish that every Member of the Congress could have flown, as I did, over 
these valleys at the height of the flood. I wish that every Member of the Con- 
gress could now tramp through the desolated cities of Kansas and drive through 
the wasteland where Tie what were some of the richest farm acres in the world, 
their crops now obliterated. 

It is estimated that 30,000 to 40,000 homes were flooded. Of these, some 10,000 
or 15,000 are destroyed or have suffered major damage—many beyond repair. 

At the peak of the flood, some two or three hundred thousand persons were 
driven from their homes. At least 20,000 of these are still displaced—living in 
schoolhouses, churches, auditoriums, trailer camps, temporary housing, or with 
relatives, friends, or strangers who took them in when the disaster struck. 

At least 5,000,000 acres of farm land, including some of the richest and most 
productive agricultural land in the Nation, has been badly damaged. Land in 
the path of the floods was gouged and eroded, its topsoil carried away. At least 
30,000 farms were wholly or partially under water—many standing under 25 
feet or more at the peak and remaining flooded for many days. When the water 
left, thousands of acres were buried under sand and gravel. Thousands of acres 
are still covered by “trapped water’ and must be drained. A year’s crops were 
destroyed, hundreds of thousands of dollars’ worth of livestock killed, several 
million dollars worth of critical farm machinery and equipment destroyed or 
seriously damaged. 

At least 10,000 miles of fences were destroyed—enough to skirt the perimeter 
of the United States. Farm buildings were damaged on 17,000 farms. 

At least 5,000 small businesses were completely or partially destroyed. Store 
and factory buildings were swept away, merchandise and equipment ruined. 

More than $1,000,000,000 of loss—in property damage, and loss of production 
and employment—has already been suffered by the industries that are tightly 
concentrated along the Kansas and Missouri Rivers at Kansas City, Kans., and 
Kansas City, Mo. 

In many cases, particularly upstream, time was too short and trucks too few 
to allow families to save their furniture and other household possessions. As the 
crisis struck, organized effort had to be devoted to saving life. Few lives were lost, 
but many families today have virtually nothing beyond the clothes they wore 
when they fled, or were rescued from the path of the waters. 

In the American tradition, neighbors have taken care of neighbors. Every 
refugee is being sheltered; everyone is fed. Cities not flooded have ‘“‘adopted”’ 
stricken cities. States and communities with emergency Federal aid are restoring 
and repairing roads, utilities, and public buildings. A great national organization, 
the American Red Cross, has done and is doing the heroie emergency job that 
people stricken with disaster can always count upon. During the crisis, Federal 
agencies, particularly the units of the Armed Forces in the area, threw all available 
men and resources into the fight to minimize the destruction. 

In the tremendous task of putting families and communities back on their 
feet, the Federal Government now can do two things: First, under the Disaster 
Relief Act of 1950, regular activities of several Federal agencies can be specially 
directed to emergency aid, and $25,000,000 has been appropriated to assist com- 
munities in clearing debris, in health protection, in the emergency repair of public 
property, and to provide temporary housing and for other emergency relief. 
Mr. Raymond M. Foley, Administrator of the Housing and Home Finance 
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agency, is responsible for these funds, and for coordinating Federal agency emer- 
gency relief activities. 

Thus far, nearly $11,000,000 has been allocated to Federal agencies and to 
State governments for reallocation to local governmental units. Temporary 
housing needs, remaining clean-up costs, and estimates now being completed by 
States and communities to cover emergency repairs to waterworks, sewer systems, 
streets, roads, bridges, and other community facilities will probably exhaust the 
remaining $14,000,000, even with the fullest contributions the local governments 
can themselves make. 

Second, a number of lending agencies, including the Department of Agriculture, 
the Housing and Home Finance Agency, the Veterans’ Administration, and the 
Reconstruction Finance Corporation, can to a limited extent make or insure 
loans for the rehabilitation of farms, homes, and businesses. 

But in a disaster of this magnitude, the combined resources now available to 
the Federal Government, the States, and the local communities, and private 
organizations such as the American Red Cross, are far from enough to accomplish 
the tremendous task of restoring for the Nation the productivity and economic 
vitality of one of its major regions. 

There are two reasons why the Nation must act, and at once, to restore the 
stricken regions to economic health. 

The first is humanitarian. The victims of the flood must be given opportunity 
to renew their farming, to reopen their businesses, to build new homes, to find 
employment, and without a crushing burden of new debt for every individual. In 
this land we do not take the view that a man’s misfortune, suffered through no 
fault of his own, is his own affair, or that a stricken community shall be left to 
shift for itself. Normally, the aid comes from local resources or from those of 
private relief agencies. But when the disaster spreads beyond the capacity of 
those resources, then the Nation itself must act to share the loss. 

The second reason is that we are now engaged as a Nation in a struggle for 
survival, and we cannot afford to dispense for long with the industrial and agri- 
cultural production that came but is not now coming from the flooded areas. 
The industries in those valleys turned out hundreds of products that are critical 
in the building of military and economic strength. Our meat supply will be 
seriously affected by the loss of corn and livestock, and the food supplies of not 
only this Nation but the whole free world may suffer from the loss of wheat. 

Because of the effect of the disaster on the defense effort, I assigned to the 
Director of Defense Mobilization, Mr. Charles FE. Wilson, the task of coordi- 
nating long-range Federal rehabilitation activities as distinguished from the 
emergency relief aid previously deseribed. Mr. Alfred E. Howse, of Mr. Wilson’s 
staff, has been directing this work in the flood area. They have seen to it that 
priorities have been granted for repair work in the area, and that all types of aid 
have been extended within the limits of existing laws and funds. The recom- 
mendations contained in this message are based upon their estimates, after a 
month of close observation. 

We urgently need to take steps to relieve human suffering and restore economic 
life in this flood area, and to protect against future losses from disasters of this 
type. 

In the long run, of course, the greatest need is for the prevention of floods, 
through carefully planned and coordinated programs of conservation and water 
control. Until flood prevention can be assured, however, other measures are 
urgently required to meet the needs of the present and of the immediate future. 

I recommend, therefore, that the Congress at once approve an appropriation 
of $400,000,000 for the following purposes: 

1. To indemnify the flood victims for a portion of their loss of real and 
personal property. 

2. To make and guarantee loans on liberal terms for the building of homes 
and businesses to replace those destroyed. 

3. To help farmers drain and rehabilitate their land, replace buildings, and 
restore the productive capacity of their farms, through on-farm assistance 
and disaster loans. 

4. To permit loans where necessary to enable State and local government 
participation in the rehabilitation activities. 

5. To provide funds to establish a national system of flood-disaster insur- 
ance, similar to the war-damage insurance system of World War II. 

To administer the program, I expect to establish a Flood Disaster Adminis- 
tration as a small policy and control body, with operating functions placed in 
existing Federal and State departments and agencies. 
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Under the circumstances, a broad degree of discretion in administering the 
rehabilitation funds is necessary, In this emergency, speed of action is all-impor- 
tant. Winter is approaching, and congressional authorization for Federal aid 
cannot be delayed to await the development of fully detailed plans for the admin- 
istration of aid in the variety of individual circumstances that will arise. A 
broad legislative directive will let the stricken region know in general what can 
be counted on, so that individuals and communities can make plans for going 
ahead with rehabilitation activities. 

The loan programs represent no new departure in Government policy. My 
recommendations will simply inerease the available funds and remove certain 
normal limitations which are inappropriate in a disaster of this magnitude. 

But loans, even on liberal terms, are not enough to meet this situation. People 
who lost their homes, farms, and businesses now have little or no security to 
offer a lender. Very few, if any, individuals or businesses had any insurance 
protection against their flood losses. Generally speaking, private insurance 
companies have not offered such protection, because of the uncertain nature of 
the risk. Consequently, many people were left after the flood with nothing, or 
with nothing but their debts. If they could borrow more, new loans added to 
the old ones would create a debt burden that for an indefinite time to come would 
be a drag on the economic vitality of the region and would impair its ability to 
eontribute to building our national security. 

For these reasons, I consider it essential to provide some rehabilitation grants, 
directed particularly to assist wage earners and small farmers and businessmen, 
whose losses in this flood represented personal financial tragedy. . To accomplish 
the most in rehabilitation with the money available, the indemnity program 
should provide a sliding scale. For example, on the first $10,000 of loss (after 
deducting a standard amount of perhaps $200), the payment might be 80 percent 
on the next $10,000, 60 percent, and so on, with a maximum payment of perhaps 
$20,000 for any oneclaimant. The ceiling would exclude the bulk of the industrial 
losses, but it would enable individuals and small businesses to make a prompt 
new start. Fortunately, most of the large industrial concerns affected have 
other resources; and many are, in fact, already proceeding with reconstruction 
of their plants. 

As part of the rehabilitation program, local redevelopment plans should be 
required in some cases to assure that rebuilding does not take place in areas 
subject to recurrent flooding. For example, some of the devastated urban areas 
could best be converted to parks, recreation areas, or other public uses to minimize 
the amount of investment in construction on flood plains, 

The whole aid program must be carried out on a basis of joint participation by 
Federal, State, and local governments. The States and cities that are affected 
have already spent much in restoring their own public services. Nevertheless, 
the States, and where possible the cities, should share the cost of the whole 
program on some equitable basis. 

The lack of a national system of flood-disaster insurance is now ® major gap 
in the means by which a man can make his home, his farm, or his business secure 
against events beyond his control. It is a basic requisite to the rapid reopening 
of plants in the flood region, where dikes cannot be rebuilt for some months, and 
companies are unwilling, in some cases, to undertake the risk of being inundated 
in the meantime. 

The system of flood insurance should be based, if possible, upon private insurance 
with reinsurance by the Government. This was the principle of the war-risk 
insurance in effect in World War II. It depends, of course, upon the demonstra- 
tion by private insurers that they can meet the needs of those seeking insurance 
at reasonable rates. 

Once the system of flood insurance is in effect, there should be no need in the 
future for a program of partial indemnities such as is now proposed for the Mid- 
west flood victims. As a permanent national policy, insurance is far superior 
to direct Federal payments, 

Suggested appropriation language to carry out these recommendations is 
attached to this message. 

The major features of the indemnification proposals I am making are similar 
“to those already introduced in the Congress by Senator Hennings and Repre- 
sentative Bolling of Missouri. The principles incorporated in all my recom- 
mendations have the support of the Governors of Kansas and Missouri and of 
the Governors’ advisory committees which represent major groups within the 
two States. They will revive a region of the Nation now badly hurt—a region of 
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such importance to the security and welfare of the whole country that its revival 
must be the immediate concern of all our citizens. 

I urge the adoption of this program as an emergency measure. Whatever is 
done must be started with the greatest speed. 

Homeless families must be rehoused quickly. Industrial production and trans- 
portation must be restored. To avert the loss of next year’s farm production 
from much of the flooded land, drainage ditches must be opened, debris cleared 
away, and silted soil seeded to cover crops in the remaining 60 to 90 days before 
winter sets in. Tax resources of States and communities must be reestablished. 

In all of these things, we must move quickly. Every day counts. 

Harry 8. TrRuMAN. 

Tue Wuitrt House, August 20, 1951. 





Funps APPROPRIATED TO THE PRESIDENT 
REHARILITATION OF MIDWESTERN FLOOD-STRICKEN AREAS 


For expenses necessary to enable the President, through such agencies of the 
Government (including new agencies which the President is hereby authorized to 
create) as he may direct, and under such regulations as he may approve, to pro- 
vide for and to take such measures as he may deem necessary for relief and reha- 
bilitation in the areas declared by the President during July and August, 1951, to 
be disaster areas because of floods; including (a) partial indemnification for physi- 
cal loss of, or damage to, such tangible real or personal property as may be deemed 
administratively feasible, but such indemnification (1) shall not exceed $20,000 
for all claims of any one person and shall in no case exceed 80 percent of an 
amount equal to the cost of replacing, rehabilitating, repairing, or reconstructing 
such property (less depreciation), (2) may be required to be contingent upon 
financial participation of State and/or local governments and compremise of cred- 
itors’ claims (including claims of Federal agencies which are hereby authorized to 
be compromised without consideration), and (3) shall be adjusted on aceount of 
any assistance, compensation, insurance, or other reimbursement received or due 
on account of such loss or damage: (b) loans to State and local governments, on 
such terms and conditions as may be deemed necessary, to enable financial par- 
ticipation by such governments in the indemnification program authorized herein; 
(c) direct loans, or the guaranteeing of loans made by any public or private financ- 
ing institution, upon such terms and conditions as may be deemed necessary, for 
rehabilitation of houses, farms, and private businesses; (d) conservation and land 
restoration measures; (e) personal services, without regard to the civil service laws; 
(f) hire of passenger motor vehicles and aircraft; (g) advance of funds under sec- 
tion 11 of the act of August 2, 1946 (31 U. 8S. C. 529); (h) expenses of attendance 
at meetings concerned with purposes of this appropriation; and (i) services as 
authorized by section 15 of the Act of August 2, 1946 (5 U.S. C. 55a) ; $400,000,000, 
to remain available until June 30, 1952: Provided, That prior to the payment of any 

‘indemnity, or the granting or guaranteeing of any loan under this act, the recipient 
thereof, or the cognizant State or local government, may be required to provide 
reasonable assurance of the relocation, reconstruction, replacement, rehabilitation, 
or repair of the damaged property so as to provide reasonable protection against 
the recurrence of flood loss or damage to such property, or the indiscriminate 
redevelopment thereof, and for these purposes there may be acquired by purchase, 
donation, other means of transfer, or condemnation, and without regard to section 
355 of the Revised Statutes (40 U.S. C. 255), land which is subject to recurrent 
flooding, and such land may be utilized or disposed of in such a manner as to reduce 
the likelihood of further serious flood damage: Provided further, That any indemni- 
fication made pursuant to the provisions of this appropriation shall be final and 
conclusive for all purposes: Provided further, That the authority conferred by this 
appropriation and the funds provided herein shall be supplementary to, and not 
in substitution for, nor in limitation of, any other authority conferred or funds 
provided under any other law: Provided further, That the functions and duties 
exercised under this act shall be excluded from the operation of the Administrative 
Procedures Act (60 Stat. 237), except as to the requirements of section 3 thereof. 


FLOOD-INSURANCE REVOLVING FUND 


There is hereby created the ‘‘Flood insurance revolving fund’’, which shall be 
available, without fiscal-year limitation, for all expenses necessary for the estab- 
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lishment and operation of a Federal flood-insurance program to provide insurance 
and reinsurance (when not otherwise available at reasonable rates and upon reason- 
able conditions from private sources) against damage to, or loss of, private prop- 
erty (including that owned by State or local governments) from floods occurring 
within the United States or its Territories, including expenses of attendance at 
meetings concerned with the purposes of said fund; services as authorized by sec- 
tion 15 of the Act of August 2, 1946 (5 U. S. C. 55a); advance of funds under 
section 11 of said Act of August 2 2, 1946 (31 U.S. C. 529), and purchase and hire 
of passenger motor vehicles. Said program shall be administered by such agency 
of the Government (including new agencies which the President is hereby author- 
ized to create) as the President may direct, and shall be operated under such 
regulations as he may approve. For the foregoing purposes, there may be trans- 
ferred to said fund, from the appropriation for ‘Rehabilitation of Midwestern 
Flood-stricken Areas,’’ such amounts as the President shall determine to be neces- 
sary, which shall remain available without regard to the limits of disaster areas. 
In addition, said fund shall be credited with all net receipts from insurance pre- 
miums, salvage, or other recoveries from insurance activities thereunder, and there 
are authorized to be appropriated such additional amounts as may be required: 
Provided, That any insurance or reinsurance issued under said fund shall be based, 
insofar as practicable, upon consideration of the risk involved, and said program 
shall utilize to the maximum extent possible the facilities of private insurance 
companies: Prorided further, That reinsurance shall not be provided under said 
fund at rates less than, nor obtained under said fund at rates more than, the rates 
established by the Government on the same or similar risks or the rates charged 
by the insurance carrier for the insurance so reinsured, whichever is most advan- 
tageous to the Government, except that there may be made to the insurance 
carrier such allowances for expenses on account of the cost of services rendered 
or facilities furnished as may be deemed reasonably to accord with good business 
practice, but such allowance to the carrier shall not provide for anv payment by 
the carrier on account of solicitation for or stimulation of insurance business: Pro- 
vided furiher, That such program of insurance shall be so administered as not to 
serve as an inducement for indiscriminate investments in facilities in areas which 
are subject to recurring floods. 


JUSTIFICATION OF THE ESTIMATES 


Mr. Norreu. At this point we will also have included in the record 
the general justifications and the green sheets that were submitted, I 
believe, to the committee on Monday afternoon of this week. 

(The material referred to is as follows:) 


SUMMARY STATEMENT 


(The following statement is a summary of the historical and economic effects , 


of the great flood of 1951 and a digest of the rehabilitation plan now before the 
Congress, together with a condensed version of the justification for an appropria- 
tions request of $400,000,000.) 

It is now obvious that the great flood of 1951 was a disaster of a magnitude, 
unequaled in the history of this country. 

Damage estimates in comparison with the 1927 and 1937 floods are as follows: 


1. Agriculture (including land damage, crop losses, farm homes, 

buildings, machinery and equipment, fencing, livestock and 

poultry, farm levees and ditches, stored grains and rough- 

OD es ee a EES tengo sla mi BR aed ame wleieied bas $485, 000, 000 
I OSE RE TEE GEE Ee GC ERE PL OT SEE OTS A | 50, 000, 000 
. Personal possessions (ineluding elothing, household goods, 

furniture, personal property, but excluding money, securi- 

Crh, Or meen) i ne a es ce a 10, 000, 000 
4. Industrial, commercial, and trans sportation ‘(ineluding manu- 

facturing and commercial facilities, inventories, work in 

process, “finished product, railroads, ‘and airlines)_...._-_- 1, 600, 000, 000 


gots 


Te Treen MT oe i ara ea ee 7, 500, 000 
6. Publie property (including bridges, municipal streets, sewers, 


schools, hospitals, Federal and State buildings, military in- 
La OUECE ESE CL oe 250, 000, 000 


stallations, and flood-control structures) - 





; 
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7. Private community facilities (including churches, hospitals, 





children’s shelters, and community centers)_...-_------- $1, 500, 000 
Total 1951 flood loss (excluding income and intangible 

ae ie ee eR elle SER Ace Ley 2 Ph Pe nacre et ll 2, 500, 000, 000 

ESSERE NEE LION TE DAN ES OLIN 1S GOTTEN A, LON 432, 000, 000 

a sm renrg warded 284, 000, 000 


Damage was concentrated chiefly in Kansas, Missouri, Oklahoma, and Illinois 
where some 5 million acres of land were involved directly and some 30 million 
acres of land were badiy damaged by erosion in the watershed areas (appendix 1). 
Nearly 140 villages and towns were inundated in a section of fertile country 
extending 1,000 miles in length. Entire villages and large sections of prosperous 
cities now resemble the bombed urban areas of Europe in World War II. 

At the peak of the flood, 385,000 people were displaced by water. Now, nearly 
2 months after the height of the disaster, some 15,000 families are still unable to 
return to their homes. 

Nearly 6,000 businesses ranging in size from the corner grocery stores to huge 
packing plants have been laid prostrate in this severe blow to the economy of 
the entire country. 

Perhaps the most tragic losses were the 45,000 homes, both farm and nonfarm, 
which have been destroyed or damaged. The accumulated suffering and misery 
will affect many thousands of families with unfortunate sociological results for 
many years to come. 

Agricultural losses to the 1951 farm crop will mean 7.5 percent less wheat, 5.5 
percent less pork, and 1.1 percent less beef for the country as a whole. The wheat 
loss alone is equivalent to 4,993,000,000 loaves of bread lost to ourselves and to 
the world at a time when our grain reserves are already below normal. Crop 
failures in 1952 could immediately raise a specter of food shortages in this country 
and hunger elsewhere in the world. 

Intangible losses may well be estimated at an additional billion dollars. Un- 
employment-insurance claims in Kansas have doubled and they have risen 50 
percent in Missouri. Sales tax returns, the principal source of revenue in the 
State of Kansas, dropped nearly $500,000 in July: The State of Missouri esti- 
mates its tax losses at $1,750,000. Federal income-tax losses have been approxi- 
mated in excess of $250 million. 

Unless prompt and forceful action is taken by the Congress, the repercussions 
of this disaster will be felt by all the American people for two reasons: 

First, there is the serious loss of direct production from a region which supports 
the defense effort with defense goods themselves and a multitude of contributing 
services. Second, there will be a severe dislocation of the Nation’s economy 
should recovery be delayed in this region. These economic aspects are apart 
from the humanitarian demands of the situation with which we are not immedi- 
ately concerned in this discussion. 

In order to establish a proper perspective of the flood, it may be desirable to 
review the actions that have been taken leading to the development of the 
proposal now before the Congress. 

All great floods are many weeks in the making and for this one, as in the case 
of the greatest flood of all time, it rained for 40 days and 40 nights. Late in May 
the rains began, and throughout June and early July were punctuated with local 
cloudbursts so strategically placed that they might have been directed by a 
skillful enemy bent upon inflicting the maximum damage. In one place, 12 
inches of rain fell in 11 hours. Over many localities the precipitation was 30 
inches in less than 10 weeks—more than the average annual rainfall. 

Pouring down the tributaries of the Kansas River—the Smoky Hill, Saline, 
Solomon, Republican, Big Blue, Osage, and others—thence into the Missouri at 
Kansas City, these rains relentlessly built up a volume of water greater than 
any ever recorded in the area. Stream flow in central Kansas, for example, was 
70 times normal in July. The previous high mark was set in 1844, and it had 
not been believed that this ever could be surpassed. 

On Black Friday, July 13, the water topped all flood-control levees and burst 
into the highly concentrated industrial areas of Kansas City, Kans., and Kansas 
City, Mo. With one exception, Federal forces of the Army, Navy, Air Force, 
and Coast Guard, located at all installations within or near the area, were imme- 
diately mobilized under the disaster regulations of the Department of Defense. 
The military establishments at Fort Riley and Camp Funston were not available 
since they had been severely stricken themselves by floodwater and they were 
engaged with their own problems of rescue work. The National Guard of both 
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States. was mobilized, together with such voluntary efforts otherwise available 
throughout the various districts concerned. 

At the request of the Governors of Kansas and Missouri, the President declared 
a national disaster, in accordance with the terms of Public Law 875, commonly 
known as the Disaster Relief Act (appendix 2). 

In accordance with Executive Order 10221, dated March 2, 1951, the authority 
for the administration of disaster relief had been placed in the Administrator of 
the Housing and Home Finance Agency (appendix 3). 

On July 14, the President directed Raymond M. Foley, Administrator of the 
Housing and Home Finance Agency (appendix 2), to implement his authority in 
the immediate situation (appendix 4). 

On July 18, Congress by joint resolution appropriated $25 million for disaster- 
relief purposes (appendix 5). 

On July 19, the President delegated to Charles E. Wilson, Director of the Office 
of Defense Mobilization, the authority to ‘direct and coordinate the activities 
of the Federal departments and agencies toward the restoration of the general 
economy in the area’ (appendix 6). 

On July 20, the Director of the Office of Defense Mobilization designated 
A. E. Howse as his personal representative with full authority to take such action 
as might be necessary (appendix 7). 

In the meantime, the President and Charles E. Wilson flew over the area with 
A. E. Howse, who had made a thorough inspection of the disaster and its problems, 
both on the ground and by air. A general plan for coping with the situation was 
immediately adopted, wherein it was decided that the vast resources of the various 
departments and agencies of the Federal Government would be utilized to the 
nae possible extent on an emergency basis. 

. Howse immediately established an emergency committee in Karisas City, 
Mo., ennaitink of some 61 departments, bureaus, and agencies of the Federal 
Government. A corresponding emergency committee was established similarly 
in Washington. Each committee contained agency representatives authorized 
to make immediate decisions with respect to problems concerning the flood 
(appendixes 8 and 9). 

Generally speaking, flood problems divided themselves into three categories. 

The first phase comprises the struggle for existence against water and fire. 
These destructive elements were combated ably by the Corps of Engineers and 
the entire resources of the Department of Defense installations in or near the 
areas. At the peak of the effort, nearly 20,000 service personnel were involved. 
The Air Forc2 and Navy airlifted some 3,000 tons of matériel, including drugs and 
serums essential for health purposes. The remarkably small loss of life among 
some 385,000 persons displaced by floodwater is a silent tribute to the combined 
efforts of the Federal forces and the personnel of the States and municipalities 
affected by flood water. 

In this connection, it should be pointed out that civil defense’ programs 
existing at the time of the disaster were completely inadequate to cope with the 
emergency. A disaster transversing more than one State line and extending 
through multiple city limits presented the sort of problem for which no adequate 
preparation had been made. Only the timely and extensive use of military 
forces prevented heavy loss of life. It may be pointed out that the civil defense 
program is based on the theory that, in hostile attacks, the military will be other- 
wise oecupied and that voluntary civil defense forces will assume the major 
burden of civilian protection. Also, it was quite apparent that the States them- 
selves must develop their own disaster legislation which can be made immediately 
available perhaps in a manner similar to the statutory provisions now in effect 
in the States of Nebraska and Minnesota (appendix 32 and 33). Further, it is 
apparent that an orderly disaster and rehabilitation plan should be developed 
and made available for emergencies of this nature, in which plan proper functions 
should be assigned to both civilian authorities and private organizations such as 
the Red Cross, Salvation Army, and similar groups. 

The second phase embraces the alleviation of misery and human suffering 
and the immediate relief necessary for food, shelter, and health. The combined 
action of the various Federal, State, and city agencies not only contributed 
some méasure of comfdrt to the stricken people but, also, it appears that. a miracle 
was accomplished. Flood sufferers were fed, clothed, and housed in such shelter 
as was immediately available prior to the furnishing of trailers and various 
temporary housing accommodations. No epidemics or plagues resulted in spite 
of the heat, accumulations of dead animals, and mass destruction of water and 
sanitary facilities throughout vast portions of the flooded area. The coordination 
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of Federal relief activities discharged primarily through the States and cities was 
handled by Raymond M. Foley, the Administrator of the Housing and Home 
Finance Agency. In turn, A. E. Howse, of the Office of Defense Mobilization, 
cooperated fully in these respects and used his authority over materials controls 
and allocations to insure first priorities for all essential needs. 

The third phase includes the problem of rehabilitation of the general economy. 
Transportation, communications, industry, and agriculture had been paralyzed in 
a manner never before experienced in our country. The gigantic task of recon- 
struction was started even before the floodwaters subsided. An order of essen- 
tiality was established, and experts and supplies were flown in in ever-increasing 
volume until rail transportation was reestablished. Emergency offices were 
organized in Kansas City, and rehabilitation teams visited each town in the area 
to provide such immediate assistance with respect to materials and financing as the 
need indicated. Federal regulations and controls were relaxed where necessary, 
and the entire flooded area received first priority on all goods and services subject 
only to the most critical defense projects. 

On August 13, exactly 4 weeks after the height of the flood, A. E. Howse 
recommended to Charles E. Wilson a complete flood-rehabilitation program 
(appendix 11). 

On August 20, the President sent a special message to the Congress, trans- 
mitting a report relative to the flood disaster, recommending a complete program 
of rehabilitation, and requesting an appropriation of $400 million with which to 
carry out the program (appendix 12). 

On August 9, Mr. Howse requested the Governor of Kansas (appendix 15) and 
the Governor of Missouri (appendix 21) to appoint an advisory committee for their 
respective States. The committees themselves were predetermined by function in 
order that the principal departments of the State government and al! the principal 
segments of the economy within the State be properly represented (appendixes 
16 and 22). The rehabilitation program was developed in conjunction with these 
State advisory committees (appendixes 17, 18, 23, and 24), which have been so 
organized that each State is now thoroughly familiar with the problem involved 
and has in existence the nucleus of an organizational structure with which to 
begin rehabilitation operations immediately following such action as may be 
taken by the Congress (appendixes 20, 26). 

On August 15, Mr. Howse appointed representatives of the principal segments 
of the economy in the area to a committee on Federal financing of flood rehabilita- 
tion, under the chairmanship of H. G. Leedy, president of the Federal Reserve 
Bank of Kansas City (appendix 29). The committee examined all of the Federal 
financing programs in the field (appendix 30) and recommended certain basic 
approaches involving the financing of the rehabilitation effort (appendix 31). 

‘he plan recommended by the President was developed in cooperation with 
the many Federal agencies whose representatives at the scene of the disaster were 
unanimous in their opinions as to the general needs of the situation (appendix 14). 
Similarly, the people, organizations and officials of the affected communities are 
virtually unanimous in their opinions as to the needs of the situation. 

The measures of the request now before the Congress fall into three main 
categories. 

First, there is the proposal to provide direct economic recovery assistance for 
the restoration of private productive plant; e. g., plant, farm, or home, with a 
maximum of $20,000 payable to any one claimant. This direct aid will be 
administered on the basis of need and will be confined to those whose remaining 
assets, if any, are insufficient to finance their return to productivity. There is 
nothing new or unprecedented in direct financial aid from the Federal Govern- 
ment in an effort to maintain the economy of the country by building up the 
productivity of its citizens. The drought of the 1930’s which created the Dust - 
Bowl was a national disaster which could be met only by national action. The 
disaster cost was one with which no single farmer or group of farmers, no county 
or group of counties, and no single State could cope. Not only was the cost too 
great but protective and constructive measures had to be taken across State 
lines. The result has been of immeasurable benefit to all the people. It is notable 
that in earrying out these emergency land-conservation measures the Federal 
Government customarily provided at least 80 percent of the cost. 

In various forms, direct rehabilitation assistance has been provided to the 
veterans of our wars on the principle that the damage caused by war service to 
their careers should be restored in part by direct payments. Incidentally, about 
10 percent of the beneficiaries of this bill will be veterans. 

Another analogy is the Philippine War Claims Act by which private persons 
were indemnified for war damage. 
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Direct economic recovery assistance is essential in a disaster of this unprece- 
dented magnitude where the damage is beyond the resources of the States and 
communities. Products of this area are needed by the entire country and will 
not be available unless direct and immediate assistance is given. It may be noted 
that the large national corporations whose risks are spread in multiple locations 
in various sections of the country and whose income-tax position involves a 72- 
percent tax rate, generally speaking, may enjoy an advantage not available to 
single entrepreneurs. 

Second, there is the proposal to provide liberal loans for reconstruction and 
rehabilitation over and above those loans now available through the various 
Federal agencies. Once the home owners, farmers, or contractors have been 
placed in a position where they can use liberal credit, such credit should be made 
available on a realistic basis and in some relative proportion to the borrower’s 
abilitv to repay. 

Third, there is the program of Federal flood insurance so that it will not be 
necessary in the future to resort to the first and second measures outlined above 
in the event of other floods. The lack of a national system of flood-disaster 
insurance is now a major gap in the means by which a man can make his home, 
his farm, or his business secure against events beyond his control. It is a basic 
requisite to the rapid reopening of plants in the flood region. Enough conversa- 
tions have been held with representatives of the various insurance associations 
to indicate that a mutual program involving both private companies and Federal 
assistance can be evolved. The Federal Government is already concerned with 
a large number of national insurance programs, such as FDIC, FHA, etc. 

It is contemplated that the fund now requested of the Congress, if approved, 
will be administered by a small policy-making organization through the estab- 
lished agencies and departments of the Government. The total sum of $400 
million is requested on an emergency basis with authority and unused funds to 
expire next June 30, at which time all outstanding obligations would be taken 
over by the various agencies concerned. It is proposed that this Flood Adminis- 
tration be established on an emergency basis and that it not become a bureau- 
cratic haven. It is contemplated, as outlined in the attached administrative 
and organization documents, that the entire sum can be administered for approxi- 
mately one-tenth of | percent in administrative costs. 

It is recommended that this emergency relief matter be considered separate 
and apart from any long-term flood-control and/or water-conservation programs. 

A comparison of disaster damages and Federal assistance costs for the 1951 
flood and previous (1927 and 1937) floods (see appendix 34) indicates that the 
appropriation requested in aggregate figures is well within the established ratio 
of Federal relief costs to flood damage. In the 1937 Ohio-Mississippi flood, 
relief and damage ratio was 7 percent. Some disaster relief operations in the 
late 1940’s exceeded 10 percent. The present disaster relief ratio is approximately 
10 percent without allowance having been made for the recognized principle of 
compound damage ratio of dislocation. In other words, a series of small floods, 
each totaling small amounts of damage, will provide certain impacts. A single 
major flood will result in compound costs and will occasion economic dislocations 
in which the costs are multiplied by successive repercussions. Thus, the fact 
that the 1951 flood was five or six times larger than the 1937 flood does not indi- 
cate that the same ratio of disaster relief activities should apply. If the com- 
pound-damage ratio of dislocation is recognized, then a reasonable Federal 
assistance ratio may be calculated at approximately 30 percent. 

An analysis of the data presently available reveals that— 

1. In terms of magnitude, the 1951 flood damage is nearly five times 
greater than that of any single previous major catastrophe, and also it is in 
excess of the total of all flood damages for the years 1902 to 1941. 

2. Emergency allocations by the Federal Government are at present less 
than one-fifth of the usual relief assistance provided. 

3. In consideration of the magnitude of the compound economic disloca- 
tions involved, a calculation of the ratio of proposed restoration cost to flood 
damage places the amount requested within the percentage formerly con- 
sidered to be a proper Federal share and below that of the trend of Federal 
flood-relief assistance. 

It may be asked whether we as a Nation can afford to make payments to private 
citizens even when they have suffered from a great natural disaster. But a better 
question might be whether we can afford not to give such help. Studies of con- 
ditions in the flooded area indicate that, without this help, a large portion of the 
farmers, small-business men, and home owners either will not be able to recover 
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from this disaster or they will regain their economic health only after a long 
struggle during which they will not contribute their share to the national pro- 
duction. 

The request now before the Congress proposes measures of recovery which 
will more than justify the cost in benefits to the devastated region immediately 
and to the whole country within a comparatively short period of time. The 
importance of such a program to the flooded area is obvious. The importance 
to the rest of the eguntry is just as great if not quite so plain. 


Summary of direct property damage caused by great flood of 1951 


I. Agriculture (including land damage, crop losses, farm homes 
and buildings, machinery and equipment, fencing, live- 
stock and poultry, farm levees and ditches, stored grains 

Mutt TOMRNENO) 5 .-6n noe ces ces = Bo doc ocak cus ekOdy ae: O40 

Rp SS oe ee ee ee lanai a. sateen w 49, 100, 250 

Ili. Personal possessions. ____— ~~ -- GS Ae OM : 10, 649, 788 
IV. Industrial, commercial, and transportation (including manu- 
facturing end commercial facilities, inventories, railroads, 

and airlines). ....._.- CY pag ear ia gre ts . 1, 612, 447, 500 

V. Public utilities re Bie Nish Ne gaara Nein 7, 591, 697 
VI. Public property (including highways and bridges, municipal 
street and sewer facilities, schools and hospitals, other 
Federal and State buildings, military installations, flood 





control structures) .__.-____- POR CL. Gla tL. eters i. - ~ 251, 676, 007 
Vil. Private community facilities (including churches, hospitals, 

community centers, children’s shelters)____.______- ‘i 1, 427, 100 

Glemmee Tenebrio ve shoe ooh, ~--.... 2, 416, 294, 688 


FLOOD REHABILITA'ION PROGRAM 


(Statement in justification of F. R. 5253, by A. E. Howse, personal representative 
of Charles E. Wilson, Director of Defense Mobilization, whose duties are ‘‘to 
direct and coordinate the activitics of the Federal departments and agencies 
toward the restoration of the general economy of the (flood) area’’) 


(Reference: President's message to Congress, August 20, 1951.) 


The floods in July 195!, along the Kansas, Missouri, and Mississippi Rivers 
and their tributaries constitute the greatest natural disaster in the history of this 
country. Furthermore, that blow comes at a time when the Nation is straining 
every effort to achieve greater economic strength, one of the pillars of our national 
security and welfare. The devastation constitutes a national disaster which 
calls for a national remedy as proposed in the President’s message to Congress of 
August 20, and in H. R. 5259 now before the Appropriations Committee. 

‘Lhe effects of the flood so far have been felt chicfly in the river valleys stretching 
for a length of a thousand miles where the waters inundated parts of !40 cities 
and towns and almost 5,000,000 acres of the best farm land in the world. The 
people of this area and their neighbors have borne the brunt of the disaster. Put 
such a destructive force does not stand still. It will be felt next year by all of us 
in terms of less food, fewer netessities and comforts, and more stringent economic 
controls unless ye make now, at once, a national effort equal to the national 
disaster. 

The heaviest damage is concentrated in Kansas, Missouri, Oklahoma, and 
Illinois, which fall within the scope of the present bill. At the peak of the flood, 
385,000 people were displaced. Nearly 2 months later, some 15,000 families 
were still unable to return to their own homes. Nearly 6,000 businesses, employ- 
ing hundreds of thousands of workers, were severely hit, and meny of them have 
not yet been reestablished, some because they have not the means to do so, 
others because their customers ere prostrate. Entire villages and large sections 
of thriving cities are indistinguishable from the bombed-out urban areas of 
Europe. 

All great floods are many weeks in the meking and for this one, as in the case 
of the greatest flood of all time, it rained for 40 days and 40 nights. Late in May 
the rains began, and throu;;yhout June and early July were punctuated with local 
cloudbursts so strategically placed that they might have been directed by a 
skillful enemy bent upon inflicting the maximum damage. In one place, 12 
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inches of rain fell in 11 hours. Over many localities the precipitation was 30 
inches in less than 10 weeks—more than the average annual rainfall. 

Pouring down the tributaries of the Kansas River—the Smoky Hill, Saline, 
Solomon, Republican, Big Blue, Osage, and others—thenee into the Missouri at 
Kensas City, these reins relentlessly built up a volume of water greater than 
any ever recorded in the area. Stream flow in central Kansas, for example, was 
70 times normal in July. The previous high mark was set in 1844, and it had 
not been believed that this ever could be surpassed. ‘ 

Then, as the stricken area was digging out of the mud, the rains came again. 
It had been recognized that with dikes and levees weakened or destroyed by the 
food, even a minor rise in the rivers could be disastrous. On September 1, the 
waters began to rise, and many families, recently returned to damaged homes, 
fied once more. In North Topeka, Kans., 8,000 persons flooded out in July were 
obliged to seek higher ground. The crowded industrial sections of Argentine and 
Armourdale in Kansas City, where many thousands of workers live, were par- 
tially evacuated. New damage was relatively small, although much land again 
was under water, and rivers lapped within inches of the tops of levees while 
volunteers labored fractically to strengthen the mud walls. The fear of renewed 
floods has paralyzed the energies of many communities, the people knowing they 
are unable to cope with the problem out of their own resources. 


THE PROPERTY DAMAGE 


Appraisals of the material loss are still incomplete, but fairly reliable estimates 
are now available. However, it is characteristic of great disasters that appraisals 
of the damage grow as the full nature of the devastation unfolds. In this case, 
the early estimates of something more than a billion dollars had to be progressively 
raised as the truth became known, and as unsuspected losses were revealed. 

For example, when the floodwaters went down, thousands of homes were 
inspected and many of them pronounced structurally safe, but as the land dried 
out, unsuspected undermining of foundations which had been hidden by silt 
was revealed. Many weeks after the water receded and even after clearing of 
silt and debris had been accomplished, these structures collapsed. One such 
home collapsed in a pile of lumber with only the porch standing. Affixed to one 
pillar was the week-old label “safe.”” Again, as walls dried out, boards and plaster 
were warped and twisted, electric wiring was revealed as defective, fixtures were 
found to be unsafe. 

Therefore, the revised figures of property loss now total more than $2,000,- 
000,000, with probably another billion sacrificed through loss of income. A report 
from the Governor of Kansas, dated September 6, 1951, which reflects the recom- 
mendations of his flood advisory committee, says: 

“The estimates generally accepted are $1,000,000,000 as a physical proprety 
loss; however, that does not take into consideration the loss sustained by railroads 
and other transportation facilities, communication facilities, industrial plants, 
and small businesses being out of business for a period of 30 days or more. To 
say that the total loss to private property in the State of Kansas will approach 
the $2,000,000,000 mark would appear to be a reasonable estimate.” 


Farm damage 


The Department of Agriculture’s latest reports inform us that 34,000 farms 
were wholly or partially inundated by floodwaters. . Extensive damage was done 
by the heavy rains and runoff to crops, waterways, terraces, and other soil con- 
servation installations on an additional 198,000 farms. It must be kept in mind 
that these are among the richest producers in the land. Thirty-four thousand 
miles of fences were destroyed or badly damaged, enough to girdle the continental 
United States more than three times. More thousands of miles of drainage ditches 
have been broken, wells polluted, ponds impaired, fixed machinery ruined. About 
28,700 farm buildings, including homes, were destroyed or badly damaged. 
Floodwaters on the three and one-half million acres of cropland in the immediate 
flood area turned $111,000,000 worth of growing crops into a total loss. 

The excessive runoff resulting from the heavy rains destroyed another $273,- 
000,000 in crops in the disaster area. 

To this damage must be added losses in livestock, which except for poultry and 
small pigs, were relatively low, loss of household goods and equipment, damage to 
electrical appliances and motors, loss of farm-stored grains. Even more difficult 
to calculate is the damage to the farmer’s principal capital resource, his land. 
Some farms are covered with sand and gravel to such a depth—6 feet sometimes— 
that they never can be tilled again. Others are not so deeply covered that they 
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cannot be cleared. Still others have been leached and silted and might be put 
back speedily into crops. Here and there great holes many feet deep have been 
scoured into fertile fields. Great cracks and gullies have appeared. Many 
hundreds of acres are covered with lakes of trapped water left when the rivers 
subsided. Streams have changed their courses. Terraces have been washed 
away and huge chunks eaten out of cultivated land along the banks of streams. 

Some idea of the national impact of this disaster can be gained from consider- 
ation of the fact that losses to the 1951 farm crop will mean 7.5 percent less wheat, 
5.5 percent less pork, and 1.1 percent less beef for the country asa whole. Looking 
at it another way, the wheat loss means the equivalent of 4,993,000,000 loaves of 
bread have been taken away from the American consumer this year. Thus, 
every man, woman, and child in the United States has lost, as a result of this 
disaster, the equivalent of 33 loaves of bread, 20 days’ supply of pork, and 4 days’ 
supply of beef. 

The invaluable resource of the land will be most economically maintained if 
rehabilitation measures are taken promptly. 


Industrial damage 

In all, it is estimated that nearly 6,000 business concerns ranging from big 
assembly plants and huge packing plants to cross-roads grocery stores were des- 
troved or seriously damaged to the value of more than $191,000,000. To this 
should be added the railroad damage, which is put at about $132,000,000, and 
the loss of utilities running to more than $7,500,000. 

The production of the large corporations was quickly restored or replaced. 
These companies used their large resources to do an unbelievably rapid job of 
recovery. This much of the threat to the national economy was removed. 

At the peak of the disaster, there were 1,000 A. T. & T. circuits out and 
38,000 telephones. In less than 4 weeks all the cireuits were in operation, and 
the only telephones not in service were those of subscribers whose homes or places 
of business have been demolished. Telephones were installed as rapidly as 
needed. 

Railroad lines were cut in many places, and railroad yards suffered greatly. 
The Santa Fe’s hump yard was under 22 feet of water at one time. There were 
16,410 railroad cars damaged or destroyed. The suceess of the repair job can be 
judged by this extract from the Defense Transport Administration’s report: 

“Interchange at terminals from July 13-22 was 19.9 percent of normal. This 
increased from July 23 through August 1 to 53.2 percent of normal operation 
* * * With exception of Union Pacific, through service is approaching 
normal. (This was August 9.) U. P. has considerable rerailing and rebuilding 
to do and this is progressing as rapidly as possible.” 


Other urban damage 


Perhaps the most tragic losses were those sustained by the more than 40,000 
families whose homes were inundated—10,000 of them washed away or left as 
empty, unrepairable shells or so severely damaged that they will require major 
reconstruction. Thousands of families in more than 100 cities and towns came 
back to their homes after the water went down to find at best a gutted house in 
which there was not a single sliver of glass and the only contents 2 or 3 feet of 
mud and slime. 

Many of these dwellings were completely under water; in one place in the 
industrial and workers’ area of Kansas City, Kans., the water was more than 
50 feet deep, enough to cover a five-story building. At another spot the water 
was racing through homes and shops at a speed of 18 miles an hour. Some of the 
homes that are standing will have to be torn down; it will be cheaper to rebuild 
than repair. The sense of desolation as one passes today through these streets 
of ghost houses is overpowering. 

Relatively few of the owners of these houses are in a position to proceed with 
the repair work once they have themselves shoveled the silt out of their homes. 
That they have done this is testified by the pile of mud outside virtually every 
window. Most of the owners were left destitute by the flood. Understandably 
they hesitate to incur large debts, even if they could get credit, on top of what 
they already owed on their homes. 

The damage to homes is now estimated at more than $75,000,000. Schools, 
churches, municipal and State buildings have suffered to a value of more than 
$20,000,000. 
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Other damage 

Of the remaining material loss, the greatest is te the highways. Hundreds of 
bridges are down, many miles of road and city streets gouged out, undermined 
or buried. In Kansas alone, some 700 bridges of varving sizes from spans across 
tiny creeks to crossings of the Missouri River have been washed out. A con- 
servative estimate of damage here is about $30 million, almost equally divided 
between the Federal-State road systems and county roads. 

The intangible losses are as real as damage to property and even more difficult 
to estimate. The Labor Department put unemployment at 100,000 industria! 
workers, but many found temporary work cleaning silt and debris from flood- 
damaged property. Nevertheless, by the end of July a net increase of about 
17,000 in unemployment insuraace claims for the States of Kansas and Missouri 
had been recorded. In August, the claims in Kansas had doubled and those in 
Missouri had risen by neariy 50 pereent. Growing hardship, threatening mass 
unemployment, is inevitable as long as the recovery measures stagnate, and it 
must be said that despite the efforts of the people, this is the outlook unless 
Federal aid is promptiy provided. The number of workers not covered by 
unemployment insurance is large, but it would be impossible to more than gues 
at the total income loss. 

States and municipalities have been hard hit in the sums required for relief 
work during the emergency, in the loss of their own public property, and in the 
loss of texes. In Kansas, for example, the seles tax for July 1951, brought in 
$437,050.55 less than it had in the eorresponding month of 1950, a drop of mor: 
than 13 percent in one of the Staete’s chief sources of revenue. The State’s 2-year 
eapproprietion for the Netione] Guard will be entirely consumed in 2 few months. 
There were as many 26 3,000 men on duty, and some units were called out agein 
by the threet of the September rains. Missouri estimates tax losses as a result 
of the flood at $1,750,000. 

The losses to business and individuals outside the flood area through decreased 
purchasing power of the victims cannot be assessed. It is large, however, and 
will continue until the devastated region is rehabilitated. 

Based on data now available, the best stetistical analysis of flood damage is 
presented in the table which follows: 
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Previous disaster experience 

It should be emphasized again that we have no previous experience of a disaster 
as destructive of property as the great flood of July 1951. The Weather Bureau 
estimated the average flood loss of the country from 1924 to 1949 at $110,000,000 
a yeur. The Legislative Reference Service estimated, on the basis of early 
reports, that the Kansas-Missouri flood this year raised the average to $150 
million. Later figures raise it still further to about $190 million. Thus, the 
single disaster almost doubled the 25-year average. Yet the earlier total had 
included the two most destructive in the Nation’s history, the Mississippi flood 
of 1927 and the Ohio-Mississippi flood of 1937. None of the hurricanes, con- 
flagrations, or other floods had approached these in total property damage. 

Even if we correct the total damage figures to allow for inflated prices of 1951, 
we find that the 1951 flood was three to four times as destructive as the next 
greatest, that of 1987. The 1937 disaster caused total damage estimated at 
$432 million; that of 1927 was estimated at $284 million. 

In neither of these was the Federal Government active in any other rehabilita- 
tion programs than the restoration of Federal property destroyed and the rebuild- 
ing of dikes and levees. In 1927, some $5 million of Federal funds were spent 
solely for emergency relief activities and in 1937 a total of $31 million, also for 
relief. In the next 10 vears, indirect Federal assistance in various emergencies 
was supplied through the Disaster Loan Corporation of the Reconstruction Fin- 
ance Corporation. The total for the 10 years was $38,900,000. Since 1947, 
Federal disaster programs have been more coordinated, and allocations have 
amounted to $4 million. Allocations for emergency operations in the present 
flood as of September 2, 1951, amount to $16,080,000. 


REPAIRING THE DAMACE 


The program to restore the economy of the flood area has grown out of the 
experience of the struggle for rehabilitation which has been going on since that 
“Black Friday,” July 13, when the levees were topped and broken at Kansas 
City. The people of the flooded communities, their neighbors, their public 
officials, both State and local, and personnel from more than 50 Federal agencies 
worked together in the emergency and have worked together to draw up the 
program of rehabilitation which the President outlined in his message to the 
Congress. 

Because Kansas and Missouri were the hardest hit, they set up flood advisory 
committees composed of leaders in labor, agriculture, industry, finance, and civic 
groups as well as public officials. The program had the unanimous support of 
these committees, their only reservations being that the sums provided may not 
be enough. As the President outlined it and as H. R. 5259 provides, it consists 
of three major measures which together can achieve both the humanitarian and 
coldly practical objective of restoring the economy of the flooded area. -These 
three are— 

1. Direct rehabilitation assistance where needed by owners of private prop- 
erty: Total cost, $190,000,000. 

2. Liberal loans for reconstruction and rehabilitation over and above those 
now available through the various Government lending agencies: 
Total cost, $160,000,000. 

3. Federal flood insurance to provide protection for future flood victims 
anywhere in the country: Total cost, $50,000,000. 

The total appropriation asked, therefore, is $400,000,000. The next three sec- 
tions of this statement will explain the reasons for the requests and the manner 
in which the various programs will be operated. 


I. DIRECT AID FOR RESTORING PRODUCTIVITY 

The principle 

There is nothing new or unprecedented in direct financial aid from the Federal 
Government to maintain the economy of the country by building up the produc- 
tivity of its citizens. The drought of the 1930’s which created the Dust Bowl 
was & national disaster, which could only be met by national action. The whole 
program of rebuilding and protecting the soil was the Nation’s answer to that call. 
The disaster’s cost was one with which no single farmer or group of farmers, no 
county or group of counties, no single State could cope. Not only was the cost 
too great, but protective and constructive measures had to be taken across State 
Tines. The result has been an immeasurable benefit to all the people. 
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It is also notable that in carrying out these measures, the Federal Government 
eustomarily provided 80 percent of the cost, and in some instances 100 percent. 

In various forms, direct rehabilitation assistance has been provided to the 
veterans of our wars on the principle that the damage to their careers caused by 
war service should be restored in part by direct payments from the Federal 
Treasury. Incidentally, about 10 percent of the beneficiaries of this bill will be 
veterans. Another analogy is the Philippine War Claims Act, by which private 
persons were indemnified for war damage. 

It should be noted that if the full rehabilitation plan is adopted, including flood 
insurance, Federal aid in reconstruction would be a temporary measure even in 
the case of another disaster equal in destruction to the great flood. 

First of the reasons for adopting the principle of helping 1951 flood sufferers 
achieve full productivity is the humanitarian one, which appeals with especial 
force to anyone who has seen the terrible devastation of the Kansas and Missouri 
Rivers. But that in itself would not be sufficient, perhaps, to warrant the appro- 
priation here requested. There are compelling economic reasons, too. They 
may be summarized as follows: 

1. While the grants to individuals may be considered large by those outside 
the flood area, the magnitude of the disaster is unprecedented. The damage is 
beyond the resources of the States and the communities, even if supplemented by 
the maximum of private charity from outside. Sober study of the problems 
confronting the people of the flood area shows that without some degree of what 
H. R. 5259 ealls partial indemnification, a large proportion of them never can 
get on their feet again, and even more could do so only after a long struggle in 
which their productivity, a part of the productivity which makes up our national 
strength, would be minimal. Therefore, it is to the national interest to aid their 
recoverv. The Kansas Flood Advisory Committee puts it this way: 

“The question might arise then as to why the people of a sovereign State 
would expect such assistance from their National Government. This 
disaster was one of national scope—and the Federal authorities in the 
Congress and elsewhere seem to agree that it is. The rains fell over several 
States without regard to State lines—the interstate streams and their 
tributaries crossed State boundaries without regard to state sover- 
eignty * * *. No State or community of any State could cope with that 
sort of sudden blow with its own tax resources.”’ 

2. There is no such protection available for the victim of a flood as there is for 
the individual or business wiped out by storm or fire. Insurance can be bought 
by these latter; it is not written for floods. The risk has been so incalculable that 
the insurance companies, despite attempts in the past, have been unable to work 
out practicable policies. Millions of dollars were collected, for example, by the 
sufferers from last fall’s big hurricane; flood victims collect nothing. 

3. It will be well worth the money spent for the rest of the country to be able 
to get the products of this rich area. Many of the farmers, small-business men, 
and home owners will be out of production next year, if not for years to come, 
unless they get a grant. If they are not producing, it means less meat and cereals 
for the rest of us, fewer of the consumer goods produced bere unless we divert. 
other productive facilities to fill the gap, less income for those who live on the 
divicends and interest received from the flood area. This is how the cumulative 
effects of such a disaster are felt in remote places many months after the event. 

4. Changing times call for different methods of aid. In the 1937 flood, the 
Federal Government spent 7 percent of the total damage just for relief. Today, 
no such relief expenditures were necessary because the general economy locally 
and nationally is stronger. But production is needed now far more than it was 
then. Because the effects of destruction are felt in almost geometrical progres- 
sion, the costs of repairing the damage must rise in proportion. If 7 percent was 
justified in 1937. several times that much is justified now. The total direct aid 
provisions of this bill amount to less than 10 percent of the total property loss, 
estimated at nearly $2% billion. It is sound economy to spend this money for 
productive purposes rather than emergency relief. 

It may be argued that liberal loan provisions would make direct aid for re- 
covery unnecessary. But even the easiest credit would be small use and no 
comfort to the majority of the really seriously affected flood victims. Consider 
the case of the farmer, small-business man or home owner who has seen his entire 
property engulfed in the flood. If he is among the majority, he already has 
borrowed to build his house, buy or eauip his farm, maintain his business. | It 
does him no good to offer him another debt to pile on top of the old ones, unless 
he has some liquid capita! to put under it as a foundation. One of the objectives 
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of the direct assistance is to make him an acceptable credit risk, whether for a 
Government or a private loan. 

Such help is not needed by the large corporations. In this connection, the 
different economic position of such companies as compared with small business 
and individual property owners should be noted, a difference which did not exist 
in the days of the previous disastrous floods. The large corporation has its 
risks spread over the entire country, writing off losses in the flood area against 
gains elsewhere. The little man has not such opportunity. Furthermore, 
many of the corporations are in a 72-percent tax bracket, so that they write off 
losses, with the Government in effect paying that percentage of the damage. It 
is almost as much as the direct aid proposed to the individual or small business. 

Furthermore, if one takes into account the changed conditions of American 
home owners, the program here outlined makes more sense than it might have 
done in 1937. Miliions now have entered into the FHA-insured mortgage pro- 
grams and other Government programs. The whole home credit structure 
depends upon the Government as it never did before. This is private capital 
insured by the Government. It is essential that this capital remain in the housing 
market. If private capital is discouraged, the blow to home owners will be felt 
all over the country. 


Schedule of payments 


The program here proposed is frankly discriminatory in that it is confined to 
those who cannot achieve economic recovery without direct financial assistance. 
Very large property owners who may have suffered losses 10 or even 100 times as 
large as the maximum aid proposed will not participate. As has neen noted 
above, these are able to finance their reconstruction from their own funds or from 
Government or commercial credit. 

The maximum amount that will be paid to any one claimant would be $20,000. 
The maximum share of reconstruction expense borne by the Federal Government 
would be 80 percent, the same as the soil-conservation program. It is proposed 
that on the first $250 there would be no payment. This would seek to avoid a 
multiplicity of small claims difficult to handle, and for needy cases in this category, 
help can be obtained from private charity. After this deduction, 80 percent 
would be contributed to the first $10,000 of reconstruction, 60 percent on the 
next $10,000 and so on until the maximum of $20,000 is reached. It may be 
expressed in table form as follows: 





Amount 
Amount of | of Fed- 
: eral aid 





$10, 250 $8, 000 
20, 250 14, 000 
30, 250 18, 000 
40, 250 20, 000 














These payments, it is believed, would enable the great majority of the flood 
victims to reestablish themselves, although not without sacrifice. It is admitted 
that the figures are fixed arbitrarily, but they were chosen because they provide 
the minimum basic assistance which is needed by 90 percent of those who are 
entitled to the Nation’s help. 


Limitations on indemnity 


The purpose of this program is to restore the productivity of the region. There- 
fore, payments would be made neither on everything that had been lost in the 
flood nor to everyone who suffered losses, but only on that property which would 
be considered ‘“‘productive plant.” Strictly speaking, this is not an indemnity 
program, but a measure to restore productivity. Thus, farmers would receive 
payments (according to the schedule of discounts outlined above) to restore build- 
ings, machinery, and the land itself, but not an indemnity for their growing crops 
or grain stoved on the farm or personal effects. Businesses would be assisted in 
reconstruction or repair of buildings, machinery, fixtures, and the like, but not 
indemnified for inventory. Home owners would be paid to help them rebuild the 
house and replace utilities, but not for their furniture and clothing. 

Also the bill restricts direct Federal reconstruction assistance to private prop- 
erty; there is no provision for financial aid of this kind in the case of any public 
property, State or local. 
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These limitations may be attacked as being too niggardly, just as the payments 
proposed may be considered by others as too generous. However, there are 
reasons for both which have appeared sound to those who devised the program. 

On the limitations to private property, as has been said, the purpose is to 
restore the productive plant. In the case of farmers, for example, it is the future 
production that the Nation needs; nothing can be done about the crops that are 
lost. The whole rehabilitation program is designed to help him get his land into 
crops for next year. Therefore, he needs assistance in getting a new house and 
buildings, new drainage ditches, new pumps, and other fixed machinery. He 
needs assistance in getting water drained from his land, sand and gravel removed, 
erosion checked. This will not recompense him for the loss of this year’s crops, 
his furniture and clothing, and all the rest of his personal property. It would be 
pleasant to be able to do this, too, but it is not a necessity. The bill is confined 
to what in the opinion of those who helped to formulate its provisions are the neces- 
sities of the situation. What has been said of the farmer applies in much the same 
way to the home owner or the small business. 

As for assisting States and municipalities, it was felt that the restoration of 
their property is the contribution they can make best to the rebuilding of the 
general economy of the region. As the President pointed out, it is desirable that 
the whole rehabilitation program should be carried out on the basis of joint 
participation by the Federal, State, and local governments. This is exemplified 
in joint road and education programs among others. However, some of the 
States would be prevented by their constitutional provisions from taking part 
in any program involving payments to individuals. Therefore, it might well be 
that they should bear their share of rehabilitation by putting their available 
resources into the restoration of public property. 


Debt adjustment 


It appears reasonable that creditors as well as debtors should share in the cost 
of the disaster. At the same time, creditors are entitled to a measure of protec- 
tion. It should not be made possible, for example, for a man to collect an indem- 
nity in cash and move halfway across the country leaving his debts behind him. 
It would seem fair, therefore, that debts on property which the Federal Govern- 
ment helps to rebuild should be compromised at a figure of 75 percent. In most 
cases, this is 75 percent more of their claim than many creditors now have any 
hope of collecting. 

The language of the bill in this matter is permissive, not mandatory. Obvi- 
ously it is not feasible for a Federal agency to force a creditor to accept less than 
the full value of his debt. Nor would it be just to penalize a debtor by with- 
holding his indemnity because his creditor refuses to forego the full payments to 
which he is entitled. So far as the restoration of his property makes the debtor 
a better credit risk, the ereditor has less incentive to compromise his claim. 
Nevertheless, it is believed that, rather than be forced to take over property so 
badly damaged that it is far from the value of the debt, most creditors would be 
prepared to compromise on the basis suggested. The alternative for them would 
be to put thousands of farmers, home owners, and small-business men through 
bankruptcy, and then collect far less than 75 percent. 


Local redevelopment programs 


Some of the flooded districts probably should not be built upon again. This 
applies most forcefully to certain residential building, since industry for the most 
part needs the facilities already existing along the rivers and some of the richest 
farms are in the bottom lands. But in some cities, whole streets on which there is 
no industry have not a single house that can be repaired at a lower cost than would 
be needed to build a new one on a different site. These streets lie in the path of 
the next high water. In fact, some of them were seriously threatened again in 
September. It would be the height of folly to spend Government money to help 
the owners rebuild a house that would be washed away in a year or two—or even 
later this year. These sites would make admirable parks and playgrounds. 
Even if inundated, the damage would not be great and they could easily be 
restored. 

Obviously, no agency in Washington could determine which areas should be 
cleared of residential housing. In each community, local authorities would have 
to decide that point, calling upon the expert knowledge of Federal personnel where 
desirable. The decision to turn a given area into a park would be that of the 
community; it might not be able to finance the change, and in many of the flooded 
cities certainly could not. This bill permits the Federal Government to help in 
the acquisition of the property. 
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State and local participation 


The desirability of this approach has been mentioned. It is not only a prin- 
ciple of our Federal system, but is especially appropriate in the flood area. The 
indemnity program calls for a high degree of community responsibility. That 
can be acquired best if the citizens have a stake in the program. The taxpayers 
in the rest of the country would obtain a measure of protection by knowing that 
groups responsible for spending the money are to some extent matching the 
Federal contribution. 

A flexible schedule of participation is desirable. The share of any community 
should be based upon the amount of damage, the assets of the community as 
measured in tax rolls, property assessments, etc. It would be desirable if the 
persons entrusted with the administration of the program were left with author- 
ity to work out the degree of participation on this basis. As has been said, some 
States are barred by their constitutions from joining in payments to individuals. 
Their share would then be in the field of public property rehabilitation. 

Many of the communities have been so hard hit by the flood that their tax 
revenues will shrink and their expenses rise. They cannot afford at this time to 
help their own citizens rebuild, The Federal Government might well advance 
their share on easy terms, to be paid as the community recovers. 

t is suggested that wherever the principle of participation applies, the State 
or local share should not be less than 10 percent, rising by agreement where 


damage is less or resources are greater. 


Breakdown of payments 


It is estimated that the reconstruction costs to the Federal Government would 
be divided roughiy as follows among the various categories of claimants: 

Farmers, $55,000,000.—Of this sum, a total of $20,190,000 would be used by 
the Department of Agriculture to carry out programs in the flood area which are 
a part of its regular work but which will need that amount more than the depart- 
mental appropriation now provides. This sum would be allocated as follows: 


On-farm assistance, through financial aid and technical services, to 

restore conservation measures and productive capacity of indi- 

ER EO a ae oe er . $16, 300, 000 
Emergency restoration of channel capacity in tributary streams and 

waterways affecting more than individual farms, and related 

ES EROS SEAN ON NOS Set S MBS A ee EGAN 1, 960, 000 
Grants to farm families, ‘unable to obtain loans for livestoc k, repair 

or replacement of essential farm equipment, household furniture, 


Gs ih me ee Be he ae ee So 1, 750, 000 
Direct ‘guidance and assistance to affected farm families through the 
Cooperative Agricultural Extension Service - - -- ; 180, 000 


The on-farm assistance would be tailored to the needs of the individual farm as 
established by the farmer in consultation with his local county committee of the 
Production and Marketing Administration. Generally it will not exeeed 80 
percent of the cash cost of the necessary work, and the Government’s contribution 
is about 30 percent more than the assistance provided under the regular agri- 
cultural conservation program. Farmers will furnish all the necessary labor. 

The remainder of this allocation, $34,810,000, would provide indemnities for 
fences and buildings, fixed machinery and immovable equipment. 

Home owners, $60,000,000.—This is calculated on the basis of estimated damage 
to urban and rural residential property. Reconstruction aid is likely to run to 
80 percent of the total damage. It would be distributed among approximately 
40,000 owners, very few of whom have any financial resources with which to 
rebuild. 

Industrial and commercial, $75,000,000.—Since the bulk of the damage in this 
category was inflicted upon large property owners, many of them with millions 
of dollars of loss each, the number of claims for reconstruction help would be 
relatively small as compared to the farmers and home owners. It is estimated 
that 5,000 businesses would need help. Payments on the formula suggested, 
therefore, would amount to a little more than $15,000 each on the average. 
Administrative procedures and costs 

“To administer the program,’ said the President in his August 20 message, 
speaking of the whole flood rehabilitation program, ‘‘I expect to establish a Flood 
Disaster Administration as a small policy and control body, with operating 
functions placed in existing Federal and State departments and agencies.” 
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It is contemplated that this new agency would be within the framework of the 
Executive Office of the President. It would set over-all policies, allocate funds 
within the provisions of the law, assign operating functions to the appropriate 
existing agencies. It would include advisory committees appointed by the Ad- 
ministrator. In connection with the direct rehabilitation program, FD4A’s 
functions would be— 

To establish procedures for receipt, review, and adjudication of indemni- 
fication claims. 

To set up a system of validations in the field to determine restoration costs 
of all property subject to indemnity. 

To make arrangements for utilizing existing field organizations of other 
agencies or private concerns to receive and process indemnity applications. 

To recommend arrangements for State and local participation, including 
woe to allow these State and local bodies to assume their part of the financial 
yurden. 

In working out the details in the field, responsibility for the direct rehabilitation 
measures on farms would be assigned to the Department of Agriculture. Its 
county committees of the Production and Marketing Administration would be 
able to handle applications. The Housing and Home Finance Agency, working 
with State and local groups, would have responsibility for the applications made 
by owners of residential property. The Reconstruction Finance Corporation 


would have responsibility for the claims of commercial and industrial property 


owners, again in cooperation with appropriate State and local groups. 

Actual handling of applications and payment of claims might be worked out in 
cooperation with local banks. Final control of these programs, of course, would 
remain with the FDA. 

The actual increase in Federal personnel would be small, requiring no significant 
a of the total funds appropriated for the program. In addition to the 

DA, it would be necessary for the Federal agencies concerned with actual opera- 
tions to add some temporary workers in the field. These and the staffs of the 
FDA would not be necessary after June 30, 1952, and in many cases would be 
dispensed with earlier. After that date, the liquidation of FDA’s responsibilities 
could be assigned to permanent agencies of the Government. 

Since the objective of the program is restoration, formulas for determining 
restoration costs of destroyed and damaged property will have to be established 
by the FDA and its advisory groups. In doing so, consideration will be given to 
such items as assessed valuation, present market value, normal depreciation and 
any compensation received by claimants from other sources. 


Il, THE LOAN PROGRAM 
The principle 

The wisdom of liberal loan provisions has been recognized by Congress in the 
establishment of the various Government lending agencies. The flood emergency 
calls for both an increase in the funds available and some flexibility of operations 
which would not be justified in the normal routine of these agencies. Congress 
already has recognized the justice of this latter point in authorizing 100 percent 
Federal Housing Administration insured mortgages in hardship cases. This 
might serve the purpose for our proposed residential lending program. 

If owners are to obtain direct help in rebuilding, it might be asked why they 
would need easy credit, too. A little study of the loss figures shows that the cash 
forthcoming from the Government. will far from meet today’s replacement costs 
for the destroyed property. The owners in most cases must borrow the difference. 

All the agencies concerned will need additional funds and will have to revise 
some of their procedures. The RFC disaster funds, for example, are both limited 
and incapable of being used in participation with local commercial banks. Pru- 
dence dictates that every credit facility should be used. The resources of the 
commercial banks should be available in cooperation with the RFC or other 
Federal lending agency in this emergency. 


Breakdown of loan funds 


It is estimated that the $160,000,000 requested for this program—all of which 
will eventually be recovered by the Government—will be allocated as follows: 

Farm credit, $30,000,000.—This would be used for disaster loans to farmers 
who are unable to obtain credit from other sources for replacing or repairing their 
buildirgs, equipment, household furnishings, and replacing livestock, as well as 
providing essential operating expenses. 

The Department of Agriculture’s revolving fund under Public Law 38 had a 
balance of $13 million as of July 1. This, plus an anticipated collection of $19 
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million during the year, is wholly insufficient to meet the needs of the farmers in 
the flood area, and those in other sections of the country where production dis- 
asters have occurred or probably will occur during the 1951 crop year. The 
Department recognizes that the flood damage has been so extensive and so much 
more destructive than just the loss of one year’s crop that affected farmers will 
require several years to make up for it financially, so that they will need extended 
as well as extensive credit. It is proposed that disaster loans will be made at 
3 percent interest. 

Commercial and industrial credit, $95,000,000.—To the Reconstruction Finance 
Corporation, it is expected, will come many of the property owners whose losses 
are great but who can rehabilitate themselves if long-term credit on easy terms is 
available. It is believed that the sum mentioned will adequately supplement 
available commercial credit and the funds already in the hands of the lending 
agencies, 

Home owners credit, $35,000,000.—The 100 percent FHA-insured mortgages, 
which would be the backbone of this program, cannot be granted to all the flood 
victims who are expected to apply unless Federal funds available are supple- 
mented by this amount. 


Administrative procedures and costs 


It is not contemplated that any new agency would be created for the loan 
program except so far as the FDA would set over-all policies and make the neces- 
sary allocations. As has been indicated, the Department of Agriculture would be 
responsible for actual operation of the farm loans, while responsibility for the 
rest of the program could be assigned to the RFC, which in turn would work with 
the HHFA. The personnel of these agencies might be increased temporarily 
to handle the volume of business anticipated, but the addition would: be for a 
short time and add no significant sum to the cost of operations, never representing 
more than a very small percentage of the entire appropriation. 

Close coordination would be maintained between the direct reconstruction and 
loan programs by FDA, and procedures and policy worked out in relation to the 
total restoration objectives. 

For several weeks, a committee on Federal Financing of Flood Rehabilitation, 
headed by Judge H. G. Leedy, president of the Federal Reserve Bank of Kansas 
City, has been studying the problems involved. This committee is representative 
of all groups in the flood area, not just business and finance. On September 8, 
1951, it suggested a sound approach, of which the chief points were: 

1. A recommendation that commercial banks be authorized to act as fiscal 
agents in making loans of $5,000 and less in behalf of the Government in the 
disaster program. 

2. That the RFC be authorized to purchase preferred stock in corporations as 

part of the Government’s financing program. There is precedent for this in 
similar action by the RFC during the depression. 
3. That a lending arrangement for industry and agriculture be made similar 
to the V-loan plan used for war production contracts in World War II and now 
used on defense-production contracts. Essentially this is a Government guaranty 
of part of a loan made through commercial channels. 

4. That $30 million be added to disaster loan funds available to farmers. 

5. That FHA extend its insurance on old houses purchased by flood victims on 
as liberal terms as provided for building new ones. 

6. That steps be taken to expedite the approval of flood-disaster loans. 

Other recommendations are included in the full report of the committee, which 
is attached to this statement. 

As in the ease of the direct restoration of production program, the FDA would 
coordinate the various parts, would settle interagency issues and would relate all 
phases of the program to the specific objective of restoring the economy of the 
flood area. 

Ill. FEDERAL FLOOD INSURANCE 
The principle 


Generally speaking, flood insurance has not been available anywhere. Less 
than 1 percent of industrial property is protected against waterda mage. The 
crop insurance program of the Department of Agriculture will be of benefit to 
those farmers who carried it. However, this is limited to the actual investment 
in the particular crop and is restricted by legislation to the general cost of pro- 
ducing the crop in the area. The number of farmers carrying this insurance 
varied widely, ranging from 6 percent in some counties to 73 percent. The 
coverage ranged from $6.60 per acre to a high of $36. 
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Difficulties in the way of establishing a general system of private flood insurance 
stem from the fact that only those potential customers in relatively hazardous 
areas would be interested, and by the inadequate information available on what 
flood damage might be. Available figures deal only with major floods in major 
river basins. It is possible to assess the damage caused by the overflow of these 
rivers beyond certain measurable stages It is not feasible to measure the 
damage caused by the backing up of surface water from heavy rainfall. 

Data on these points are so unsatisfactory that insurance men do not even like 
to use the word ‘‘insurance’’ in connection with the proposed measures. The 
prefer to speak merely of a “flood damage’’ program. ‘Therefore, the possibilities 
of a purely private flood insurance program incorporating the coordination of a 
large group of private companies for coinsurance and reinsurance are remote. 

These facts led to the recommendation of all those who were involved in the 
Midwest flood disaster that some system of Federal flood insurance.be instituted, 
not only for the area affected this vear but for the Nation as a whole. Obviously, 
this is a more permanent feature of the present rehabilitation program than any 
of the others. As adequate control and water-use projects are brought to realiza- 
tion, it might become unnecessary, but it will be needed for some years to come. 
Only the Federal Government can get this insurance job done, just as only the 
Federal Government can do anything about navigable rivers. The insurance is, 
in fact, a part of the Government’s responsibility while control of the rivers is 
undertaken. 

There are two methods available. The Federal Government could be a rein- 
surer, or the Federal Government could provide a reserve against which private 
companies could draw for losses over a certain amount. As the reserve of the 
companies grew, which might well happen if there were no major floods for several 
years, the need for the Government fund would disappear. Furthermore, unless 
the Federal Government takes action, any attempt of the companies to institute 
insurance of this kind would be subject to the control of 48 State insurance com- 
missions. 

Previous ex perience 

The program set forth in the President’s message and H. R. 5259 was drawn up 
partly with the experience of the War Damage Corporation in mind. This Cor- 
poration, formed in 1942, issued 8,904,864 policies and renewal certificates for a 
total amount of risk of $117,058,717,355. The Corporation had no organization 
of its own, but some work was performed by the RFC, and the policies were 
written by private companies. Insurance agents received 5 percent of the pre- 
miums up to a maximum of $1,000, and the insurance companies 3.5 percent, 
The insurance companies participated in profits and losses to the extent of 10 
percent, up to a maximum of $20,000,000. Participating in this arrangement 
were 546 companies. The premiums were 10 cents per $100 of insurance on resi- 
dential property and 10 to 30 cents per $100 on commercial property. 

Producers’ fees and company expenses amounted to $21,679,388, and net pre- 
miums collected to $245,921,053. There were no geographical or other differen- 
tials as to rates except for the distinction between residential and commercial 
property. The administrative expenses apportioned to the War Damege Corpo- 
ration amounted to $1,659,151. 

During the war, the Maritime Commission also operated an insurance program. 
Here again the insurance was issued through the private companies acting as 
agents. But the companies did not participate in profits or losses. Fees for 
services to 120 companies amounted to $1,250,000 to cover their operating expenses. 
They were approximately 2.5 percent of the premiums, Representatives of the 
companies estimated that a similar commercial operation involving a comparable 
volume of business would have taken three to five times this amount. Losses and 
fees together during the operation of this program amounted to $32,250,000, and 
the Treasury netted a profit of $16,800,000. (The profit from the War Damage 
program was about $200,000,000 because anticipated losses never did materialize.) 

Under the War Risk Insurance Act of 1950 (Public Law 763) the Government 
again is authorized to provide insurance and reinsurance against loss or damage 
by war risk in the event that adequate private insurance cannot be obtained on 
reasonable terms. 

The Federal Government has been engaged in many other insurance programs. 
These include Federal deposit insuranee, unemployment insurance, insurance 
on housing loans, old age and survivors’ insurance, and various insurance programs 
for veterans. 

On the basis of this experience, private insurance companies would be willing 
to participate with the Government in a flood-insurance program receiving 
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reimbursement for services, it is understood. While they would prefer this to 
participation in profits and losses, even to a limited extent, they would not bar 
discussion of such participation if the Government considers it desirable. 

It is significant that in the past many private companies have experimented 
with flood insurance, only to reach the conclusion that flood damage is not an 
insurable risk from their standpoint. They reach this conclusion not only be- 
cause of the limited and concentrated nature of the problem but because the 
actuarial data needed is not available. 

Availability of this insurance would do much to remove the paralyzing fear 
which has arisen in the flood area, especially after the high waters of September. 
At present $220,000,000,000 worth of property in the United States is covered 
against hazard. The average property loss in floods in the 7 years previous to 
1951 is estimated at $20,000,000. If major disasters of this kind were postponed 
for even 5 years, it would be possible to set a workable program on its feet. 


Administrative procedure and costs 

Since this program is clearly separate from the emergency programs proposed 
in previous sections and limited to a single flood in one region, flood insurance 
must be administered on @ national scale and provided under a continuing 
program. Based on the experience of the War Damage Corporation, it might best 
be assigned to RFC, where relationships with private insurance companies and 
comparable programs already exist. 

Thus, the Flood Insurance Revolving Fund would need no organizational 
structure of its own. It would be the province of RFC under the general direction 
of FDA to work out the difficult questions of just what constitutes a flood, the 
amount of coverage, the determination of rates. Probably coverage should be 
limited to a major portion, perhaps 70-80 percent, of the value of insured property. 
I ithe insured bear some of the risk, they would be more likely to take precautions 
against loss and observe warnings, thus minimizing damage. Perhaps, too, there 
should be a distinction between movable and immovable property. The fixing 
of rates would of necessity lie partly in the realm of speculation, but experience 
might remedy this defect. 

The revolving fund of $50,000,000 is considered adequate, although this too must 
be admitted as largely speculative. However, it is worth noting that the War 
Damage Corporation was formed with an authorized stock of $100,000,000 for a 
program even more speculative but certainly vastly larger in point of coverage 
anticipated. 

It is not contemplated that the program would necessitate any increase in 
Federal personnel. It is understood that a large group of companies would be 
willing to participate. 


OTHER REHABILITATION PROJECTS 


The bill before this committee is not the sum of all efforts at rehabilitation in 
the flood area. Through the routine channels, great efforts are being made to 
restore public property and to rebuild and improve the flood protection which 
failed so tragically in July. Levees and dikes are being rebuilt. New dams are 
in process of construction, 

Nor should it be supposed that the people of the devastated area are supinely 
waiting for the Federal aid to get them back on their feet. The efforts made by 
these people, their officials and private organizations, their States and the Federal 
agencies in the field have been an inspiring example of cooperation and sacrifice. 
The States have spent or allocated millions of dollars for the restoration of high- 
ways. Municipalities have been matching these efforts in repairing streets and 
community facilities of all kinds. 

In Kansas and Missouri, where the bulk of the damage was done, the State 
and local governments have used their resources to the maximum extent for the 
emergency relief job, and are carrying out rehabilitation programs within the 
limit of their abilities now. Some idea of this work can be gained from the 
reports of the two Governors and their advisory committees which are attached 
to this statement. 

It is eminently fitting that the sympathetic aid which was rushed to the stricken 
area at the dramatic height of the disaster, for purely relief purposes, should now 
be matched by the National Government in the less dramatic but even more vital 
task of rehabilitation. 
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CONCLUSION 


H. R. 5259 appropriates the sum of $400,000,000 for a wide variety of flood- 
rehabilitation assistance—partial indemnification, direct rehabilitation assistance, 
loans and insurance. But each part of that varied program is an essential cog in 
the machine by which a rich, vital section of the national economy can be restored 
rapidly to full productive capacity. The success of each is dependent upon the 
efficient workings of the others. 

The indescribable destruction visited along 1,000 miles of river valley can be 
repaired only if the action taken by the Nation is on a large, a determined, and an 
immediate scale. It must be large to deal with the scope of the disaster, which 
was at least twice as devastating as any other in our history. It must be deter- 
mined to match the efforts of the people in the area and the whole program by 
which the United States are mobilizing their economic strength. It must be 
immediate to achieve the maximum benefits from the labor of the people and the 
resources of their land. 

It may be appropriate here to quote a telegram from the labor-management 
committee for defense manpower of region IX, the region in which the flood 
damage has been heaviest. This group of businessmen and labor leaders from 
Kansas, Nebraska, Iowa, and Missouri wired to the President: 

“The devastation caused by the flood will have an adverse effect of major sig- 
nificance upon the economy of the Nation in genera! and this region in particular, 
resulting in serious dislocation of the labor supply, unless remedial steps are 
taken promptly. 

“Industry and labor will inevitably remain uncertain as to rehabilitation or 
relocation until a definite program is formulated and definite steps taken for its 
effectuation. Already some industries have announced plans for discontinuance 
of business activities. Already some elements of labor, important to the restora- 
tion of industrial activity, are moving out. Home owners and businessmen are 
uncertain about rebuilding in the recently submerged areas. 

“Therefore, we urge that you request the Congress to enact as speedily as 
possible legislation which will provide (1) indemnification for those who have 
suffered losses in this flood; (2) full protection against further flood losses; and 
(3) other measures that will assure sound rehabilitation of segments of a dislocated 
labor foree.”’ 

If there is any one element in the proposed rehabilitation program that is more 
important than another it is speed. The land so recently inundated must be 
worked this fall if farmers are to have a crop that will help feed all of us next 
year. The workers in city and country must have homes over their heads by 
the time winter sets in. Business in the stricken cities must have some assurance 
of what it can expect. Measures that will save us today will be ineffective to- 
morrow and hopelessly inadequate next month. 

An unrealistic lending program is not the answer. If we rely upon it, the 
losses to the Government may be even larger. Every effort would be made in 
working out this program to utilize loans, but no fixed ratio between loans and 
direct rehabilitation assistance should be imposed upon the Federal Disaster 
Administration. 

If Congress will act as quickly as it can, the people of the stricken districts 
will be able to go ahead with their rehabilitation work, strengthened by the 
faith that adequate assistance is on its way. The flood area will have received 
a stimulus which will be reflected in the well-being of its people immediately and 
in that of all the American people next year. 


FLoop Disaster ADMINISTRATION 


Funds available for obligations 





. 
Estimate, 
1952 





SLD TNE IE MB DTA Fe LE. EA CE EE __| $400,000, 000 
Reserved for future allocation. ...____- firs seaeiitts pista | 399, 500, 000 


Total obligations.____. hibkinitilanituberdahadedhinwenni hits paibadich + nei pbdels asec joie dl 500, 000 
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Salaries and expenses 





Object classification 


Total number of permanent positions - - - 
Full-time equivalent of all other positions 


01 Personal service obligations: 
Permanent positions - te Lidthwoebekta doe es 
Part-time and temporary positions. pre <i 
Payment above basic rates. -- - - Boas ; Pee exes 25 


Total personal services - : a 
02 Travel ; 

03. Transportation of things - - 

04 Communication services : 
05 Rents and utility services...’ ..__. ae Sot 
06 Printing and reproduction oa 

07 Other contractual services 

08 Supplies and materials 

09 Equipment 

15 Taxes and assessments 

‘Contingency fund 


Total obligations 


Reimbursable obligation 

















Estimate, 
9 


$210, 000 
78, 000 
12, 000 


300, 000 
61, 200 
0 

5, 040 
32, 400 
60, 000 
6, 260 
7, 600 
20, 000 
4, 500 
2, 500 


500, 000 


| Esimate, 1952 
0 

0 

$400, 000, 000 


Esimate, 1952 


$400, 000, 000 


-| 500, 000 


Services performed by other agencies. ...............-...-...-.---.-.-.-...-- wate asaeeatibinet 
Total reimbursable obligations dl 
Total obligations : Fae Te ee Pere re ae 
Obligation by activities 
Appropriation or estimate____.....-- NF PETES AE 
1. Direction of the flood disaster program. ._........--._......-- 
SE | RE tifa 9 ERE a PCS Sy ad i I ee aie xk tape 
Agriculture... ......... ere Eee en AE cciiata Svat tnitin wantin d sabes 
Home owners. . Feb blan URE etal Ckndoe swnbskléediceestinead ies 
Industrial and commercial ..................-.-.-.---------.-----.-...-. dnb shaper 
SB. Beans sil. i is $152 4, p lhrbdsh Madea hteben atid oh Piss dd. 
FR Rae ag REN A Sail ah ahaa SPE ES Oe eS oe 


Home owners 
Seeeeeeeeeen Mitnen UN ds eee i ke wanddiinecdee 


4. Insurance 


Total obligations. ........-.- 


_.| 189, 762, 500 


54, 931, 250 
59, 925, 000 


j 
| 
| 


‘| 74, 906, 250 


“159, 800, ,000 





49, 937, 500 


400, 000, 000 
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Salaries and expenses 





| Estimate, 1952 
Detail of personal services I- ee | 
| Num- as 
her Total salary 
SAGE CEES Se ee “ id nes seoeren wee mnentablgen 
| 
Departmental: | 
Positions in excess of $14,000: Administrator ’ atl Pe ae PR 1 | $17, 500 
Grades established by ..dministrator: } 

Grade 18, range $14,000: | | 
TARR ESTE AE LR TE PAS AT So s8.e 1] 14, 000 
5 Aha hain ansisd pin neous oneeny-<iabielmieneieee } 1 14, 000 

Grade 17, Range $12,200 to $13,000: 

Special Assistant, Rehabilitation LOM eee ese ae 1 12, 200 
Special Assistant, Loans ciceedatlinads Saad i Pacmennreses ienniinaiaieeni: aaa 1 12, 200 
Spe cial Assistant, Insurance Least cieapeners 1 12, 200 
Grade 16, Range $11,200 to $12,000: Assistant General Counsel okteutpebe 2) 22, 400 
Grade 15, Range $10,000 to $11,000: 
Assistant to Special Assistant, Rehabilitation .................-.-...-.- | 1| 10, 500 
Assistant to Special Assistant, Loans Shanti ancl ada ancl iaitascihta | 1 | 10, 500 
Assistant to Special Assistant, Insurance = 1| 10, 500 
Executive officer rr a 1! |, 500 
Comptroller ____...-- a niiee noth htret cath chsas osmgutatieuiscemiebcana | 1} 10, 500 

Grade 9. Range $4,600 to $5, 350 3 | 13, 800 

Grade 8. Range $4,200 to $4,950 8 | 33, 600 

Grade 7, Range $3,825 to $4,575 8 | 30, 600 

Seems, Ween MR OD: = oo on ar ee no 6 | 18, 600 

CPC grades: 
Grade 4. Range $2,450 to $2,930 ; ee . 4 9, 800 
Grade 3. Range $2,050 to $2,450__..._.-. i ns salami gpciisiiene sabh Caiiatente ca 8 | 16, 600 
Total permanent, departmental _____- pre wenwurmwiainnbnrirety wigs tam } 50 | 280, 000 

Deduct lapses ee ‘ again tes 12 70, 000 

a I resin sth prsbeinsgiguboraraclciauiannie heh ian naliniavalepalaoiaksibae j 38 | 210, 000 

Part-time and temporary ; ssh neva bei Sdiheintaitadicains seg cis A cinerea 78, 000 

Payment above basic rates ' ox ‘ seu secure l¥.y ' 12, 000 

 EPRPRALES SPE ete ie FAIS 
eis CRON BOP TNNNG sg = iw ccc case segs cs ccccccecagscncscnecasassacssatsaddankt 300, 000 





Mr. Norrewu. Do you have a written statement, Mr. Howse, that 
you would like to make at this time to the committee? 


GENERAL STATEMENT 


Mr. Howse. Mr. Chairman, | have a written statement, which I 
prepared at the request of the committee, a summary statement; but 
inasmuch as it has already been filed with the committee—— 

Mr. Norre tu. I would like to state to you, Mr. Howse, that we 
will be glad to receive any statement that you care to make to the 
committee at this time regarding the budget estimate for this flood 
disaster in the Middle West. 


BACKGROUND AND EXPERIENCE OF MR. HOWSE 


Before you proceed, however, I would like to include in the record 
a statement of your past experience and background. 

Mr. Norre.i. What is the State of your residence, Mr. Howse? 

Mr. Howse. I am a resident of the State of Kansas. 

Mr. Norrevi. Of Kansas? 

Mr. Howse. Yes. 

Mr. Norrety. And will you give a brief statement of what you 
are doing now and what you did prior to this time. Go back for 15 
or 20 years. 

Mr. Howse. Well, I am chairman of the board of the Howse Co., 
which 1s a merchandising concern with headquarters in Wichita. I 
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am the president of the Forest Hills Co.’s, which are a series of land 
development and construction companies. I am the vice president 
of Johnston & Larimer, Inc., which is a wholesale distributing com- 
pany operating over that five-State area with headquarters in Kansas. 
These companies in turn operate a number of companies of their own, 
either retail stores or distributing operations. 

During the war I was at one time a colonel in the Air Corps. I was 
the executive for procurement for the Air Corps, and attached to the 
Under Secretary’s office. I organized the $80,000,000,000 Air Corps 
procurement program after it was broken off from the ground forces 
and set up as an independent service. In that capacity I took it one 
step at a time from procurement to financing, to warehousing, to 
storage, to terminations, to property disposal. 

I was the Acting Chief of Staff (Air) in the USAFISPA Headquarters 
in the South Pacific, which was the joint operation between Halsey 
and MacArthur. 

I was then attached to the Office of War Mobilization under Mr. 
Byrnes at the White House, in which capacity I represented OWM—— 

Mr. Norrevi. And what is your school or college? 

Mr. Howsr. I attended the University of Chicago. 

I have a couple more to put in here to make it complete. I would 
like to bring you up to date, if I may, as long as we are this far along. 

Mr. Norrett. All right. 

Mr. Howse. The last job that I did for Mr. Byrnes was as the 
Administrator of the Surplus Property Board, to get it organized and 
to get it started until they could get the law changed and get a single 
Administrator put in to replace the Board. 

I am now an assistant to Mr. Wilson in the Office of Defense 
Mobilization, where I perform essentially the same planning functions 
during this emergency that I was performing when the war ended. 
I have been engaged to the exclusion of everything else with this flood 
problem since the 13th of July. 

I would like, if I may then, Mr. Chairman, to speak briefly in ampli- 
fication of the summary statement which is now a part of the record, 
and say to you that it is now obvious that the flood disaster is the 
greatest single catastrophe in the history of this country. 


EXTENT OF FLOOD DAMAGE 


The measurement of the catastrophe in dollars as we now under- 
stand it is approximately $2,500,000,000, as compared to less than 
$500,000,000, in the 1937 flood and about $250,000,000 in the 1927 
flood. The measurement in lives, I am happy to say, is about one- 
tenth of the lives lost in either of the two other floods which I have 
just mentioned. ' 

The area involved directly comprises some 5 million ares of land 
extending over a thousand miles in’ length. It involves some 30 
million acres of cropland indirectly in the watershed area and concerns 
some 140 villages and towns that have been either wholly or partially 
inundated. 

At the height of the floodwaters some 385,000 people were displaced. 

As far as we can estimate at the present time, some 6,000 businesses 
have been wiped out, for practical purposes. 
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Probably the most tragic loss of all are the 45,000 homes in the 
area that have either been demolished or to which the flood occasioned 
major damage or minor damage. 

I can sav to you that in sections of these towns there are scenes 
that are comparable to the bombed urban areas in Europe and as a 
matter of fact if you could see one and then the other it would be 
impossible to distinguish between them. 

With respect to the direct farm loss, we have lost from the 1951 
crop between 7 and 8 percent of the wheat supply; between 5 and 6 
percent of the pork supply; and between 1 and 2 percent of the beef 
supply for the country as a whole. 

The wheat loss alone is equivalent to somewhat less than 5 billion 
loaves of bread. This comes at a time, gentlemen, when I am sure 
you know our own grain reserves are below normal. In view of our 
foreign commitments for grain, it is a most serious problem. 

I do not want in any sense of the word to be an alarmist, but it 
is my own considered opinion, which has some basis in fact, that if 
we should have a crop failure next year we could be very close to food 
rationing in this country and hunger abroad. 

The intangible losses probably will exceed $1,000,000,000 above 
the $2,500,000,000 direct or tangible loss. 

Unemployment insurance claims in the State of Kansas have 
increased 100 percent and they have increased 50 percent in Missouri. 

Sales tax returns, the principal source of revenue in the State of 
Kansas, dropped $500,000 in the month of July. The Treasury has 
estimated that the Federal income tax loss as a result of loss of operat= 
ing revenue income in this area will approximate at least $250,000,000. 

Our concern over the area—and I would like to make this quite 
clear this morning if I can—our concern in the area is first, the serious 
loss of direct defense production and the defense supporting produc- 
tion and services that come from the area. 

Second, we are concerned because of the severe dislocation of the 
Nation’s economy that will result if the rehabilitation of this par- 
ticular area is long delayed. 

Again, at the risk of being repetitious, I would say to you that these 
economic aspects are separate and apart from the humanitarian 
demands of the situation with which we are not immediately concerned 
this morning. 

The flood had an unusual background which I think I must explain 
to you and, in retrospect, it could not have been more strategically 
placed had the Russians been pulling the strings in deciding where the 
rain was to fall. 

The rain started early in May and continued almost on a daily 
basis until the peak of the flood, Black Friday, July 13. 

The water exceeded in volume anything that has been recorded 
in that entire area and exceeded in volume even the estimates that 
had been made of the 1844 flood which was heretofore the greatest 
flood in the history of this country. 

Actual recordings by Coast and Geodetic Survey instruments have 
indicated a velocity of water that was nearly twice the estimated 
velocity of water in the 1844 flood. Before the instruments were 
washed out there was a recording of 500,000 cubic feet of water per 
second, which is an almost fantastic velocity of water. 





# 
4 
5 
4 
x 
2 





é 
2 





31 


The result, then, was that the water boiled through this area. It 
did not come up gradually and go down gradually, it boiled through 
this area and tore out installations that would almost defy your 
imagination. 

The Kansas River poured through the switchyard in Kansas City, 
Mo., and Kansas City, Kans., one of the largest freight yards in the 
country, that would normally handle about 20,000 boxcars a day, and 
cut a new channel right through the yard. 

Of the 12 principal railroads operating in Kansas City, 11 were 
completely out of commission for a 3-week period of time. They 
began to operate on an emergency basis and it took us at least 6 weeks 
to restore commercial rail traffic on a partial basis in the area. 

Some 10,000 boxcars alone were caught by the water, about half of 
them loaded with merchandise. As of today we have lost, gentlemen, 
2,000,000 boxcar-days to the country as a whole, at a time when our 
boxcar situation is already tight. As the harvest moves in the north 
and the west and as demands for heavy traffic for the winter come upon 
us, we are faced with a very serious situation. 

The Governors of the States of Kansas and Missouri and later the 
Governors of Illinois and Oklahoma requested the President to declare 
a disaster in accordance with the terms of Public Law 875, commonly 
known as the Disaster Relief Act. 


WORK OF HOUSING AND HOME FINANCE AGENCY 


The President did so declare that disaster. In accordance with 
Executive Order 10221, the functions for discharging the administra- 
tion of disaster relief had already been placed in the Administrator 
of the Housing and Home Finance Agency, Mr. Foley. 

On July 14 the President directed Mr. Foley to proceed with his 
job under the Disaster Relief Act. On the 18th of July the Congress 
appropriated $25,000,000 for emergency relief purposes. 

Mr. Foley is here and can speak for himself but if I may summarize 
his activities which are discharged primarily through the States, the 
cities, and the Red Cross—as I say, he is here and can speak for 
himself—I can say to vou, having been there at the peak of the flood, 
having been there all through the flood, having been there most of the 
time since the peak of the tlood, I know of my own knowledge and I 
have seen with my own eyes the remarkable piece of work that his 
agency has done. 

When you bear in mind that, as I have said before, some 385,000 
people were displaced, were living in schools, churches, basements, 
public auditoriums, tents, with friends and neighbors and relatives or 
wherever they could find shelter; when you bear in mind that in the 
city of Kansas City, Mo., alone and Kansas City, Kans., or speaking 
of them as one locality, there were 10,000 carcasses of hogs, sheep, 
cattle, and horses scattered over parts of the city as the result of the 
flood through the stockyards area; when you bear in mind that there 
were millions of rats coming out of the second largest stockyards area 
in the world, as that area was flooded progressively the rats came up 
into the town; when you bear in mind that this was at the height of 
summer in July and if you know what the July situation in Kansas is, 
you know what I speak of when I speak of the heat; when you bear in 
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mind that over this thousand-mile area entire towns had lost their 
complete water supply, had lost their sanitary sewer facilities, and 
thousands of farmers through that area were standing waist deep in 
water but with no water to drink and as the water receded their wells 
were either caved in or polluted; when you bear in mind that no 
epidemics resulted, I think you can agree with me that is a silent 
tribute to the efficiency and the work of Mr. Foley and his agency. 

I could talk for a week on that subject, but gentlemen, I think that 
sums it up. 


DIRECTION AND COORDINATION OF ASSISTANCE BY OFFICE OF DEFENSE 
MOBILIZATION 


On the 19th of July the President instructed the Office of Defense 
Mobilization to direct and coordinate the activities of the Federal 
departments and agencies toward the restoration of the general 
economy of the area. 

On the 20th of July Mr. Wilson, the Director, appointed me to 
discharge our responsibilities. 

We immediately established in Kansas City, utilizing the already 
existing Regional Mobilization Defense Committee, an expanded 
committee on an emergency basis comprising 61 of the bureaus and 
departments and agencies of the Federal Government that were 
rushed into action in that area. 

Our operations in the initial stages included the Department of 
Defense because of the large numbers of military personnel that had 
been drafted into service on an emergency basis; at the peak of the 
effort, nearly 20,000 service personnel were involved. 

We airlifted in drugs, serums, certain essential food supplies, to a 
total of about 3,000 tons. In cooperation with Mr. Foley’s effort 
we flew in DDT from as far away as Mississippi; we flew in chlorine 
from as far away as New York State. 

In this connection I would like to emphasize the comments that 
have been made in writing in the summary that has already been 
submitted to the committee. 

There were in existence no adequately organized programs for civil 
defense in this area. 

The problems with respect to a disaster that transverses more than 
one State line, that cuts across more than one city, raise statutory or 
legal problems that certainly as of this moment have not been properly 
solved. 

Had it not been for the use of the Federal troops already stationed 
in that area, it is my firm belief that the loss of life would have been 
of fantastic proportions. Every military installation in the area 
with one exception provided men who went without sleep for several 
days, provided all of the equipment they had available, provided 
stores, quartermaster supplies, and bulldozers, cranes, trucks, heavy 
automotive equipment, to the complete extent that they were able. 

The single exception was Fort Riley and Camp Funston, located 
near Junction City, Kans., which were under about 12 feet of water. 
They had some 15,000 troops that had to move up into the hills in 
the middle of the night with no shelter, no food, no water. They lost 
most of their sanitary sewer facilities. They suffered some $10,000,000 
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worth of damage to the military post alone and they were busy with 
their own problems. 

I have divided briefly for you the flood into three phases in our sum- 
mary, the first being the struggle against fire and water which I think 
T have described to you. : 

Second was the struggle against plague and pestilence and the relief 
of hunger—the providing of shelter and emergency relief, in other 
words. That was discharged by Mr. Foley. 

The third phase and the one with which we are directly concerned 
perhaps more than the other two put together is the problem of long- 
term rehabilitation in this area. 

We immediately established at the height of the floodwaters a series 
of emergency orders which emanated from ODM down through all 
of the agencies under our general supervision. We created a first 
priority for the area subject only to the most critical defense projects. 

Even before the waters had subsided we were flying in by air vast 
quantities of supplies, critical materials, engines, motors, and the 
kind of things that we knew would be needed. 

We did not know where they might be needed or how much might 
be needed, but we got busy and began assembling them from all parts 
of the country. As the water went down at the periphery we had 
stores of supplies that gradually moved in. 

We established an order of essentiality for the recovery of the 
area, taking communications and transportation first, of course, and 
all of our efforts and the related efforts of the cities and towns and 
States were channeled into an order of essentiality determining that 
first things be done first. 

We have spoon-fed the necessary supplies and materials to the 
defense-plant installations in the area. 

We have gotten back on their feet certain atomic installations. 

I should say, by and large, that the large companies who are, of 
course, the minority in number, are getting themselves reasonably 
well rehabilitated. 

Certain few companies in the area decided to not reopen; others 
are patching up their damage on a temporary basis until they can 
see what flood-protection measures may be available in the future 
before they make a final decision either to rebuild or to move out of the 
area. e 
Generally speaking, the great bulk of industry in the area, the 
great bulk of housing in the area and the great bulk of farms that 
have been affected are not rebuilding today, and I will endeavor as 
we come down to the proposition that we have to discuss, to show 
you why they are not and why, in my opinion, they cannot until 
some help is provided to them. 

The extent of this disaster is so great that it is beyond the capacity 
of any individual or of any group of individuals or even of any single 
State to handle. 


DEVELOPMENT OF FLOOD REHABILITATION PROGRAM 


On the 13th of August ODM presented to the President a com- 
plete flood rehabilitation program. That program was developed not 
only by us, who had been actually in contact with the problem, but 
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it was developed in conjunction with the States and the cities and 
the people of the area concerned. 

At our request the Governors of Kansas and Missouri appointed 
State advisory committees. We stipulated the membership of the 
committees. 

We took the head of the highway commission, the head of the State 
department of agriculture, the head of the State banking commission, 
and various other departments and agencies of the State government 
that corresponded to similar departments and agencies in the Federal 
Government. 

We then took by functions the heads of the civic groups in the 
State; in other words, the State chamber of commerce, the State 
bankers association, the State CIO organization, the State A. F. of L. 
labor group; we took 7 members at large, and we came up with an 
especially strong and capable 25-man advisory committee in each 
State, and these committees are, in my own opinion, as free of political, 
or any other kind of influence that I can think of, as any committee 
that I think it would be humanly possible to appoint. 

In Kansas City, under the chairmanship of the president of the 
Kansas City Federal Reserve Bank, we appointed an especially strong 
financial advisory committee comprising representation from every 
segment in that entire area. 

The point I would like to make quite clear to you, gentlemen, this 
morning, is that the program of rehabilitation which is now before 
you and the Congress is a program which has been developed with 
the most competent people in the area. As the minutes of the regional 
defense mobilization committee in Kansas City will show, it repre- 
sents unanimously the opinion of the representatives of the agencies 
and departments and bureaus of the Federal Government that were 
engaged in the battle against the flood and who were in Kansas City 
at the time of the disaster and who have been in Kansas City since 
the disaster. 

Description OF PROGRAM 


The program generally provides three things. 
PARTIAL INDEMNIFICATION OF LOSS 


First, partial indemnification of loss. There has been a great deal 
of controversy on this particular subject but as the problem gets 
better understood and as the nature of the indemnification program 
receives clearer understanding, it has been my experience that the 
program itself begins to be more clearly accepted. 

I think I must tell you what it is and what it is not—I must give 
vou both sides of it. The program is not a pork-barrel pr position 
to replace, say, a pair of shoés for Joe Smith in Kansas City 

It is intended to rehabilitate productive plant. If we can break 
down productive plant into three general categories, namely, home, 
farm, and business, and if we can understand that the mtent is to 
treat the three categories directly and essentially on an equal basis, 
and if we may take the case of the farm first, it is intended to provide 
the funds necessary to put the farm land and the farm buildings back 
into a productive condition. 
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We have eliminated entirely from the indemnification program any 
damage with respect to crops, any yng ¥ with respect to the loss of 
livestock, and any loss with respect to household goods. 

In the case of homes, it is intended to place the home back in the 
position where the owner can handle some sort of a loan program 
that will be commensurate with his ability to pay. It is not intended 
to reimburse the home owner for household goods, furniture, or 
personal possessions. 

With respect to business, it is intended to replace plant and equip- 
ment and to eliminate from any consideration of indemnification 
the inventories, receivables and work in process or finished products 
that might have been on the premises at the time of the flood. 

If I can restate the principle of the indemnification program, it 
very simply is to rehabilitate productive plant. It is not in any sense 
of the word to compensate for the general losses that occurred during 
the flood. 

Now there is nothing new, gentlemen, about this kind of program. 

We went through it in the thirties in the Dust Bowl. We have 
been through it to greater or lesser extent in the various soil conser- 
vation programs in the Department of Agriculture. 

We have adopted essentially the same policies, a little different 
point of view perhaps with respect to veterans, in the payment of 
bonuses for interruption of their productive careers. We certainly 
were right down this same alley in the $400,000,000 that was poured 
into the Philippines after VJ-day under the Philippine War Claims 
Act. ; 

I might point out in explanation of my comment, that the larger 
businesses generally have their.problems in hand. 

The tax situation today is unprecedented in the history of this 
country. Back in 1927 and even during the 1937 flood we had an 
entirely different tax structure than we have today. 

If I may use General Motors as an example—and I do so only 
because they are the largest corporation in this country and because 
they have a plant in Kansas City that was under some 10 or 12 feet 
of water and because they had several million dollars worth of loss 
themselves in the flood including several hundred new Pontiacs and 
Buicks—but if I may use General Motors as an example, they, as 
most large companies, are already in a 72 percent tax bracket. 

Their exposures are spread in various locations over the country. 
The rehabilitation cost is going to be charged against their operating 
profit from other locations, to the tune of 72 percent. 

The corner druggist, who is a single entrepreneur or small-business 
man, has no such resource or no such tax advantage. 

There are two other points in relation to the principal first point 
that I have just made of indemnification, and the first is the theory 
of debt adjustment. 

We have determined that a creditor, even though he may be located 
In New Jersey or San Francisco, got just as wet in the flood as did the 
home owner, the farmer, or the businessman that suffered a loss, and 
we have proposed that any indemnification be made only in accord- 
ance with some compromise of indebtedness. 

Again there is nothing new in that principle either and you will be 
interested to know that without exception the large banking groups 
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in that area, the mortgage companies, and the various people who «are 
represented in these advisory committees, have accepted that prin- 
ciple and have endorsed it. 

The same general principle was followed in the Philippines in the 
administration of the Philippine War Claims Act. 

The second minor point in connection with the first major point 
is the principle of proper land usage or as we refer to it, land 
redevelopment. 

Generally speaking, we do not see how the Federal Government 
or any other agency can assist financially in restoring areas that lie 
directly within the path of recurring disaster. 


LOANS 


The second principal point is the matter of liberal loans for farmers, 

small-business men and large-business men too, for that matter, are 
for home owners, so that once the flood victim has been dried off and 
placed in a position where he can utilize a loan, it can be made avail- 
able to him. 
"If I can make a particular case here, I would like to mention the 
home owner for example, who already has an FHA loan that is up 
to his ears, and he has a Veterans’ Administration guaranteed loan 
which is superimposed on the first loan up to the top of his head and 
he is standing in the mud looking at his foundation—his house is 
gone. 

That man must first be placed in a position where he can utilize 
a long-term loan, and then we think a liberal long-term loan should 
be made available to him for rehabilitation purposes. 

It becomes quite clear that same borrower cannot, or that same 
victim, cannot pay both the old indebtedness and the new indebted- 
ness. He simply will not live long enough to pay both debts. 

One of the alternatives, of course, is a mass bankruptcy program 
in that area. 

I doubt that any man in this room seriously would recommend that 
proposal. 

FEDERAL FLOOD INSURANCE 


Third, we have recommended as an integral part of the program 
for recovery in that area, a program of Federal flood insurance. 

Now, there is nothing new in the Federal Government being in the 
insurance business, as I am sure that you gentlemen know. 

During the war the Government was in the war-risk insurance 
business and made a profit of some few dollars less than a quarter of a 
billion dollars—$212,000,000, I think, to be precise. 

The Government is insuring mortgages under the FHA program; 
is insuring bank deposits under FDIC; is insuring certain crops, or 
certain crop losses under the crop-loss program; and there are some 
12 or 15 other programs ranging all the way from certain types of 
maritime insurance to old-age and survivor insurance. 

There is available at the present time no proper system of flood 
insurance through the private insurance industry. Various attempts 
have been made to make such programs available but because of the 
type of hazard, because of the extreme variations in the exposure and, 
because of the fact that some 48 different State insurance commis- 
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sions have at least 48 different ideas as to how the problem should Pe 
handled and the premiums and rates that should be charged, no such 
insurance is available today on fixed property, senate ¢ speaking. 
Certain types of flood insurance are available on movable property 
and personal goods. 

We have talked to representatives of the insurance industry and we, 
of course, are prepared to discuss those conversations at some length 
with you. In short, the companies recognize the need, and they 
recognize their own inability at this time. They have suggested that 
the industry is anxious to participate in a manner similar to their 
participation in the war-risk damage insurance program during the 
war. 

We have requested the sum of $400,000,000 of which $50,000,000 
would be involved in the flood-insurance revolving fund; some 
$160,000,000 in the loan program; and some $190,000,000 in the 
production aid program or the indemnity program. 

I have had a study made of the activities of the Federal Govern- 
ment in the past with respect to disasters and it is interesting to note 
that for relief activities alone in the 1937 Ohio and Mississippi flood 
some 7 percent of the total amount of loss was spent. 

During the various disaster relief operations in the late 1940’s 
relief costs approximated 10 percent. The amount presently in 
question is well within that trend and if you consider the compound 
effect of one large flood as against the individual effects of a series 
of small floods and if you bear in mind that the damage in this par- 
ticular disaster is nearly five times greater than that of any single 
previous disaster and that in total it exceeds the entire flood damage 
in this country from 1902 to 1941, then I think we might agree that 
the rate of Federal relief requested is below amounts heretofore 
provided. 

I think, Mr. Chairman, that completes my summary. 

Mr. Norreiy. That completes your general statement? 

Mr. Howsz. That completes my general statement. I would like 
to file with the committee a detailed justification. I assume that is a 
matter of record already. 

Mr. Norrevu. Yes. I would like to ask a few questions and then 
the other members here may also desire to ask some questions. 


BASIS FOR ESTIMATE OF DAMAGE 


First of all, you testified as to how much they sustained in damages 
in this area. Briefly, tell how those figures were established. 

Mr. Howssr. Mr. Norrell, the business of determining the damages 
in a catastrophe, I find, is not a very precise piece of business, and 
when you bear in mind that even today, 20 years after the 1927 flood 
and 15 years after the 1937 flood, there still is a difference of opinion 
of nearly $300,000,000 as to the damage— — 

Mr. Norret. I know that, but can you tell us briefly how you 
accumulated these figures? 

Mr. Howssz. I can, and I will be glad to. 

We did not make a house-to-house check. That is being done by 
the Corps of Engineers. Their deadline is the 15th of October. 

We did not make a thorough economic survey of the area. That 
is being done by the Kansas" City Federal Reserve Bank and their 
deadline is the 15th of December. 
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We did take the regional economist of the Office of Price Stabiliza- 
tion, a very competent man acquainted with that area, a man of 
recognized merit and statistical background. 

Mr. Norreti. Who is the man? 

Mr. Howser. A man by the name of Kolker. 

Mr. Norrexii. Where is he from, do you know? 

Mr. Howsz. Do you know, Mr. Candee? 

Mr. Canpre. Kansas City. 

Mr. Howser. He is presently stationed in Kansas City as regional 
economist for the Office of Price Stabilization. 

Mr. Norre.u. Where is his home? 

Mr. Howse. That I do not know. 

Mr. Canpzre. He lives right out in the county. 

Mr. Norre.u. Go ahead. 

Mr. Howse. He is a man educated at the Sorbonne in Paris, in 
Berlin, and at Oxford, he is a man of special statistical and economic 
background. We provided him with an emergency staff. 

Mr. Norre tu. A staff of how many? 

Mr. Howsr. About 25 people on a temporary basis. He then 
compiled the statistics and figures that were made available to him 
at ODM’s direction by every single agency of the Federal Government 
that had any operation in that area. He also collected figures and 
statistics from the relief organizations, notably the Red Cross and the 
Salvation Army; from the companies that sustained damage them- 
selves; from insurance adjustment companies operating in the area; 
from any source that he could find in that area. He cross-checked 
those figures. 

Mr. Norre vw. All right. Then, to sum it up, we understand these 
figures were derived from estimates and the best conclusions reached 
by your one man plus the 25 men you sent into the field, working in 
cooperation with the local organizations in the area affected. Is that 
right? 

Mr. Howse. That is correct, Mr. Norrell, but I think you can go 
one step further and say that these estimates represent the sum total 
of the considered opinion of the best guesses in the area. 

Mr. Norreuu. So, it necessarily goes back to the guesses made 
largely by those who reside in the area and know something about it; 
your people from Washington were what might be termed fact gath- 
erers or evidence accumulaters. They went out there and got the 
estimates from the local people, and this is what they brought back? 

Mr. Howse. Well, it was not quite that haphazard, Mr. Norrell, 
if I may point out to you. 

These projections were arrived at more on the basis of an economic 
survey. In other words, these people took block samplings where 
damage was known and projected them by population count and then 
weighted their projections for low-, medium-, and high-income groups. 

For example, with respect to housing damage alone, I think we 
lumped off all minor damage at a figure of $750. 

Mr. Norrett. I am just trying to get into the record the manner 
in which you acquired those figures. I do not care anything about 
a detailed statement on the matter, just a brief statement as to how 
the damages were ascertained. 
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AREAS OF FLOOD DAMAGE 


I wish you would describe the rivers that overflowed, the flood waters 
of which caused destruction or damages that you testified to. Give 
the area, in other words. 

Mr. Howse. Well, I am not sure that I understand your question, 
Mr. Norrell, but the area 

Mr. Norrewu. Well, it is very simple; it is the area where these 
damages are claimed. Now, where is that? 

Mr. Howse. Kansas, Missouri, parts of Oklahoma and Illinois. 

Mr. Norrety. Can you tell us what parts of Oklahoma and what 
parts of Illinois? 

Mr. Howse. The northeastern part of Oklahoma. 

Mr. Norreuu. Will you piace in the record a definition of the exact 
area this budget estimate will cover so we will know the area covered? 

Mr. Howser. I would like to provide that for the record later, if 
I may. 

Mr. Norrewu. Yes. 

Mr. Howser. I do not have it this morning. 

I might say to you very candidly it has been a matter of a great 
deal of discussion on our part, what should be included and not 
included. 

Mr. Fotey. May I suggest, Mr. Chairman, that a general indica- 
tion is probably given by your map, Colonel, contained in this volume 
that the committee has. 

Mr. Howss. Well, I will furnish the information. 

(The information requested is as follows:) 





Following are the four official declarations by the President of disaster areas 
resulting from the flood, referring respectively to Kansas, Missouri, Oklahoma, 
and Illinois. While the disaster area has only been defined by counties in the case 
of one State, i. e., Ilinois, it may be of interest to the committee to note that as 
of the present date only a minor portion of the State of Oklahoma has actually 
been reported to have suffered flood damage. Based on United States Depart- 
ment of Agriculture and/or Corps of Engineers reports, the damage in Oklahoma 
appears to be confined to the following counties: Craig, Haskell, Kay, LeFlore, 
Mayes, Muskogee, Nowata, Osage, Ottawa, Pawnee, Rogers, Sequovah, Tulsa, 
Waggoner, Washington, Woodward. It should, of course, be noted that addi- 
tional flood damage may have been incurred in other counties for which reports 
have not vet been received. 

THe Wurtre Hovse, 
Washington, July 17, 1951. 
Hon. Raymonp M. Fo.rey, 
Administrator, Housing and Home Finance Agency, 
Washington, D. C. 

My Dear Mr. Fouey: Pursuant to the authority vested in me by section 2 (a) 
of the act of September 30, 1950 (Public Law 875, 81st Cong.), I hereby determine 
the recent floods in the State of Kansas to be of sufficient severity and magnitude 
to warrant disaster assistance by the Federal Government. 

Pursuant to the authority vested in me, I hereby allocate from the appro- 
priation entitled “Disaster Relief, Executive Office of the President’? (Public Law 
70, 82d Cong.)— 

Amount 


To—Housing and Home Finance Agency_.....____-__- £7 ~~ waenew <i fedefo00 


to be expended by said Agency for alleviation of hardship and suffering caused 
by the floods referred to above. 
The Bureau of the Budget will arrange for the necessary transfer of funds and 
advise your Agency when this has been accomplished. 
Sincerely yours, 


Harry 8. TRUMAN. 





THe Waite House, 
Washington, July 19, 1951. 
Hon. Raymonp M., Fotey: 
Administrator, Housing and Home Finance Agency, 
Washington 25, D. C. 

My Dear Mr. Foury: Pursuant to the authority vested in me by section 2 (a) 
of the act of September 30, 1950 (Public Law 875, 81st Cong.), I hereby determine 
the recent floods in the State of Missouri to be of sufficient severity and magnitude 
to warrant disaster assistance by the Federal Government. 

Pursuant to the authority vested in me, I hereby allocate from the appropriation 
entitled ‘“‘Disaster Relief, Emergency Office of the President’ (Public pan 70, 
82d Cong.)— Dien 


To Housing and Home Finance Agency----____---------_--------- $275, 000 


to be expended by said agency for alleviation of harsdhip and suffering caused by 
the floods referred to above. 
The Bureau of the Budget will arrange for the necessary transfer of funds and 
advise your agency when this has been accomplished. 
Sincerely yours, 
Harry 8. Truman. 


THe Waire Howse, 
Washington, July 21, 1951. 
Hon. Raymonp M. Fotey, 
Administrator, Housing and Home Finance Agency, 
Washington, D. C. 

My Dear Mr. Fotey: Pursuant to the authority vested in me by section 2 (a) 
of the act of September 30, 1950 (Public Law 875, 81st Cong.), I hereby deter- 
mine the current floods in the State of Oklahoma to be of sufficient severity and 
magnitude to warrant disaster assistance by the Federal Government. 

Pursuant to the authority vested in me, I hereby allocate from the appro- 

riation entitled ‘Disaster Relief, Executive Office of the President’’ (Public 

w 70, 82d Cong.)— pen 


To Housing and Home Finance Agency - - ------------------------- $250, 000 


to be expended by said Agency for alleviation of hardship and suffering caused 
by the floods referred to above. 
The Bureau of the Budget will arrang2 for the necessary transfer of funds and 
advise se Agency when this has been accomplished. 
incerely yours, 
Harry 8S. Truman. 


Tue Wuite Hovse, 
Washington, August 30, 1951. 
Hon. RaymMonp M. Fotey, 
Administrator, Housing and Home Finance Agency, 
Washington, D. C. 

My Dear Mr. Fotey: Pursuant to the authority vested in me by the act of 
September 30, 1950 (Public Law 875), as amended by the act of August 3, 1951 
(Public Law 107), I hereby declare the counties of Alexander, Pulaski, Monroe, 
Union, Randolph, and Jackson, in southwestern Illinois, as a major disaster area. 

This declaration is made for the express purpose of authorizing you to delegate 
to the Secretary of Agriculture authority to provide emergency livestock feed 
and other assistance in the above-stated areas in accordance with your author- 
ization dated July 20, 1951, to the Secretary of Agriculture. 

Sincerely yours, 
Harry S. Truman. 

Mr. Norretu. Did you ascertain the number of lives that were 
lost in the flood? 

Mr. Howse. We have a figure of 41, and it will vary 10 percent 
one way or another, as to whether they are directly attributed to the 
flood or whether the fellow died of heart failure—that is, he might 
have died anyway. There is some question. 
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PROPERTY AFFECTED BY FLOOD 


Mr. Norrevu. Have you ascertained and do you have an itemized 
statement of the property affected, the major items that were de- 
stroyed? 

. Howse. No; we do not have an itemized statement. 

Mr. Norre.u. You could not include anything in the record re- 
garding the exact property that was destroyed or about what portion 
was damaged, giving the committee an itemized breakdown of the 
matter? 

Mr. Howse. Well, the only thing that we can furnish for the record, 
Mr. Norrell, is the table included in the supporting documents in 
which are some seven categories broken down. 

Now, beyond that, we have no record and I do not know how many 
months it would take to get such a record prepared. It would be 
an almost impossible task, I would think. It would have to be a 
house-to-house and block-to-block survey of that entire area. 

Mr. Norre tu. I notice the statement here, under No. 1 in the 
justifications that you gave to the committee, that covers to some 
extent the question that I just asked. That statement might be 
placed in the record at this point. 

(The statement referred to is as follows:) 
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Mr. Howse. Now, I should say that with respect to the agricultural 
damage in this damage analysis, those figures have been furnished us 
by the Department of Agriculture as a result of a farm-to-farm sur- 
vey made by their county mobilization committees. 

ile the Agriculture people are here and can speak for them- 


selves, I believe they feel this is an almost actual count of the damage 
that has occurred. 


COMPARISON OF FLOODS WITH PREVIOUS FLOODS 


Mr. Norretu. Now, you have described the estimated losses here 
in the area that you are talking about. 

We have had other major disasters in the country during our period 
of existence and we have had an opportunity to compare the estimated 
losses of the Midwest area with the previous losses in other sections 
of the country 

Mr. Howse. Well, the only comparison that I have made directly 
has been with the 1927 and 1937 floods. 

Mr. Norre tt, Is this, to a very great extent, worse than the 1927 
flood on the Mississippi, down in, say, my section of the country? 

Mr. Howser. I would say to you that it is nearly 10 times as great 
as the 1927 flood and nearly 6 times as great as the 1937 flood. 

Mr. Norretu. I know that in the vicinity of Arkansas City, Ark., 
in 1927, the Mississippi River levees broke and the floodwaters in 
the town of Arkansas City got up to the third floor of the buildings 
there in that city. Highways were washed away; everything was 
drowned out when the levees broke. 

Mr. Howse. In that regard I might, if I may, Mr. Norrell, say to 
you that your comment concerning highways—in the State of Kansas 
alone in the 48 counties affected by the flood, 702 highway bridges 
were lost. There was not a single river bridge between Kansas City 
and the town of Manhattan, Kans., nearly 150 miles away, with one 
exception. The rest of them were gone, and you can imagine the 
dislocation of traffic in that area. 





ASSISTANCE AVAILABLE AT PRESENT IN AREA 


Mr. Norrewu. I would like for you to give us an over-all summary 
of the assistance that the people had in that area prior to, during and 
subsequent to the flood. 

Mr. Howse. Well, Mr. Chairman, do you have in mind the assist- 
ance under the Disaster Relief Act? 

Mr. Norreiy. Any assistance from the Federal Government and 
the State governments; I mean all assistance—you have ascertained 
that, have you not? 

Mr. Howse. I think in a general way we have; yes. I should say 
that the principal assistance available was that furnished by Mr. 
Foley under Public Law 875 and the $25 million appropriated by the 
Congress. 

The private agencies such as the Red Cross, the Salvation Army, 
and the great mass of small private groups who have been operating 
in that area furnished such assistance as they could. The Red Cross, 
I believe, to the present time there spent about $6 million. 

Mr. Norre.t. Is that an estimate or is it an actual figure? 





4 





3 
3 


; 





45 


Mr. Howse. Well, my guess is an estimate. They have published 
an actual figure and we can make that available. 

Mr. Norrevi. We want to get away as much as we can from esti- 
mates and I would like for yee to get that. : ; 

Mr. Howse. Well, I will furnish the committee with their state- 
ment. 

(The information requested is as follows:) 

Mr. Colin Herrle, national director of disaster relief, American Red Cross, 
reports that the expenditures by his organization for flood relief in the disaster 
area, as of September 20, were $5,871,164. 

Mr. Howse. The plain facts of the matter are that no combination 
of private agencies, all of them put together, could begin to touch this 
problem. 


LOCAL EFFORTS IN PROVIDING ASSISTANCE AND RELIEF 


Insofar as the cities and the States are concerned, the State of 
Kansas had a million-dollar fund for emergency purposes that the 
legislature set up. They can spend that money primarily only on 
State property. 

Mr. Norreu. Are they spending it; are they doing anything? 

Mr. Howse. Well, I would say that—if I could express a personal 
opinion, which is going to be somewhat at variance with the state- 
ment of the President—and I do not want to get myself in that 
position—— 

Mr. Norrevu. Well, this committee will want to know what the 
local people are doing. 

Mr. Howse. I would say that both States probably could have done 
more than they have done. 

Mr. Norreii. Do you know what they have done? 

Mr. Howssz. The State of Kansas has been more active than the 
State of Missouri by far. The State of Kansas has allocated virtually 
all of its emergency fund. 

Mr. Norreuy. Which is $1 million? 

Mr. Howser. One million dollars. The State of Kansas called into 
service its National Guard and they have expended about 3 years’ 
appropriation in 2 months already. The money for that purpose 
is gone now. 

In the State of Missouri, the Governor specifically declined to 
call the National Guard and only after he left the State did the 
Lieutenant Governor call out the Missouri National Guard. We 
had a situation in the Kansas City area where the damage, in my 
opinion, was greatly increased because of the fact the local police 
department was under the State’s control. 

Mr. Norrevu. Do you know specifically what the States of Okla- 
homa and Illinois have done? 

Mr. Howse. | am not familiar. 

Mr. Norreuu. Well, I will ask you to try to ascertain for this 
committee, getting the actual figures of the States involved here, 
what they have done out of their own State funds toward relief, 
assistance, and aid to these people in the stricken areas. 

Mr. Howsz. Now, Mr. Chairman, I will be glad to get that infor- 
mation but these States have asked me if they could be permitted to 
appear before the committee. With your permission, if you would 
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like to hear them, I will notify them and will ask them to be prepared 
to state to the committee what they have done. I will do it either 
way you want. 

Mr. Norrevu. Well, we certainly would like to do that if we can, 
but we would like to be as expeditious as possible, because you know 
the situation here in Congress. 

Mr. Howss. Yes. 

Mr. Norreuu. Certainly, though, we will be glad and it will be 
our pleasure to hear from those States. I would assume that they 
would want to put on one or two witnesses from each State. 

Mr. Howse. I would think that would be sufficient. 

Mr. Norre.u. All right. 

Mr. Howse. Would it be agreeable, then, Mr. Chairman, for me 
to ask them to furnish this information, or would you like to have me 
do it also? 

Mr. Norre.t. It will be all right if you will arrange to ask them 
to do it. However, we do not want it based on estimates. We 
would like to know what has actually been done. 


STATUS OF FUNDS APPROPRIATED TO DATE 


Now, we had a budget estimate here of $15 million and Congress 
of its own accord increased that to $25 million, and that was made 
under the existing law for the relief fund. 

How much of this money is still uncommitted? 

Mr. Howse. Mr. Chairman, with your permission, Mr. Foley is 
here at the table, and inasmuch as that is his 

Mr. Norretu. Well, I will ask him to give us that answer but I 
want to ask you some more questions. 

Mr. Howse. All right, thank you. 

Mr. Fotzy. The fund presently stands—I do not have my hands 
on the exact figures right at this minute here, but I will find them. 

Of the $25 million new authorization, there was approximately 
$800,000 that was available under the old authorization, and alloca- 
tions were made under the procedures set up by the law to the gov- 
ernors, to the committees of the governors of the affected States. 

There has been allocated to the State of Kansas thus far $7,075,000, 
from which there is deducted a small item for the administrative 
exvenses; the net is $6,933,500. 

To the State of Missouri from both funds, a gross of $2,525,000; 
net, $2,475,500. 

To Oklahoma, $250,000. 

In [llnois, some of the counties, the southeastern counties are in- 
cluded in the disaster declaration to permit emergency livestock 
fe-ding and that was included in the total of $1 million allocated to 
the Department of Agriculture. 

For temporary housing, to date, all of it in the State of Kansas, a 
gr vss allocation of $4,250,000. 

You remember, Mr. Chairman, that the Disaster Relief Act was 
am°nded f>ilowing the disaster to give direct authority to use funds 
to provid> temporary stopgap housing—$4,250,000 has been allo- 
cated for that purpose. 
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There was allocated—I mentioned the allocation of $1 million to 
the Department of Agriculture for emergency livestock feeding in all 
of the States affected. 

Also, an allocation of $228,600 to the United States Department of 
Health to assist in its health work which Colonel Howse has com- 
mented upon in his general statement. 

The grand total of allocations is presently $15,328,600. 

There will be, of course, further allocations. 

For instance, a great deal of work was done in the immediate 
wake of the emergency by the Corps of Engineers who themselves 
have a disaster relief fund, not under the same statute, but a good 
deal of the work which they did do there is chargeable to the Disaster 
Relief Fund itself. That will probably require somewhere between 
$2,500,000 and $3,000,000 to reimburse the Army engineers’ fund. 
The documentation of that is going forward now. 

It will probably be necessary to make further allocations for the 
remainder of the temporary housing program and for further emer- 
gency repair work, particularly in the State of Kansas. 

So that, while I cannot at this time tell you exactly how much will 
finally be used out of the $25 million fund, I would say substantially 
all of it, keeping some reserve for possible other emergencies elsewhere 
which might occur in the absence of Congress from Washington. 

I would like to insert a summary statement of these figures in the 
record at this point. 

Mr. Norreuu. That will be fine. 

(The information presented is as follows: ) 

The total outlay of funds by the Federal Government for emergency flood 
relief is perhaps best indicated by the following report of funds allocated to date 


by the Housing and Home Finance Administrator in fulfillment of his respon sibility 
under the Disaster Relief Act of 1950: 


Agency | Purpose Amount 
Housing and Home Finance Agency | Stopgap housing.. . - . a $4, 250, 000 
Department of Agriculture. ...........| Livestock feeding _ . 1, 000, 000 
Federal Security Agency. ..........-- | Insect and rodent control, water and sewage work, 228, 600 
ete. 
State of Kansas_.......................| General clean-up and emergency rehabilitation $7, 075, 000 
State of Missouri.....................-|_-- at - i conn , 2, 525, 000 
Seerae Ces oe 2 i es tg os he Se ee ee Ree 250, 000 
ee ali Ea CASE MER, Reid: chy er wnccnceeeece-----e-| 15,328,600 





In addition, the following requirements or requests for funds are under con- 
sideration by Housing and Home Finance Agency: 








“ery i 
Agency Purpose Amount 
Housinz and Home Finance Agency_..| Additional stop-gap housing $750, 000 
Corps of Engineers, U. 8. Army_____-- General clean-up, emergency re pair ‘of roads and | 2, 800, 000 
bridges, ete. { 
Nr Ns eens ied General clean-up and emergency rehabilitation 8, 000, 000 
| RECESS ae Se ae ame SRS RES; Sea GEE, 3 OL; 5 ey oe : 11, 550, 000 
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Mr. Norrety. What did you have in the emergency fund, if any- 
thing, when we made the appropriation of $25 million? 

Mr. Fotery. I think there was a remainder of about $800,000 in the 
hands of the President from Public Law 70. I will correct that figure 
if it is incorrect. 

Mr. Norre tt. I assume very little has been collected since then; 
there have been no repayments made or anything like that? 

Mr. Fotry. Not to my knowledge. 

Mr. Norretu. When do you think the allocation of the total of this 
will be made and completed? 

Mr. Fotey. Well, it should be relatively soon. There are still 
some serious problems. For instance, as you know, gentlemen, the 
Disaster Relief Act applies not to the permanent reconstruction but to 
emergencies. 

Mr. Norre.u. Yes, I know that. 

Mr. Fourery. And there is a point, for instance, in connection with 
the highways as to how far to go with temporary repairs in the light 
of probable expenditures of funds for 

Mr. Norrewv. Will you give us a guess about when you think you 
will allocate the balance of it? 

Mr. Fo.ry. I think we would know within the next 60 days. 

Mr. Norrett. Sixty days? 

Mr. Foury. Yes. 

Mr. Norrett. I believe the President has what we call an emer- 
gency fund, has he not, that can be used in areas like this? 

Mr. Fotey. Well, that I think is this fund, sir. This is in the 
hands of the President and allocated out. 

Mr. Norrety. Do you know how much is in that fund and whether 
any part of it has been allocated? 

Mr. Forry. The only funds I know of, sir, and I certainly stand 
corrected if I am not right on this, the funds that have been appro- 
priated for this emergency purpose—under Public Law 70 there was 
a remainder which I think I stated was $800,000, and then this $25 
million under Public Law 80 for the purposes of the Disaster Relief 
Act itself—those are the only funds that I am aware of that are 
available. 

Mr. Norretzt. Do you know whether any other funds have been 
expended? 

Mr. Fo.try. Those are the funds that I have been describing—— 

Mr. Norretu. They have been confined solely to what you have 
outlined here? 

Mr. Fouey. They are from those funds I have described. I know 
of no other funds available. 

There are, as pointed out, disaster relief funds for certain purposes 
directly for certain agencies such as the Army Engineer Corps, and a 
considerable expenditure will have been made from that fund. 

We will have for you as soon as the documentation can be com- 
pleted, figures if you wish them, giving a total of the Army engineers’ 
expenditures. 

They, of course, moved very rapidly into the scene at the time of the 
disaster. The Disaster Relief Act applies after the President under 
the law has declared an emergency disaster in existence. 

Also, in the Department of Agriculture—the Secretary perhaps 
can tell you of that—I think, are such funds. 
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EXPENDITURE OF FUNDS AVAILABLE TO DEPARTMENT OF AGRICULTURE 


Mr. Norre.u. At this point I would like to know how much has 
been expended of other funds. If I mistake not, the Army engineers 
have a small amount to be used and probably that will bear some 
connection with this. I guess you know what has been done by them. 
The Department of Agriculture, if I remember correctly, has some 
amount. I wonder if we could include in the record here just what 
has been expended to date from other funds available to the Depart- 
ment of Agriculture. 

We are glad to have with us Mr. Brannan, the Secretary of Agri- 
culture. At this point we will be honored to have you answer that 
question, Mr. Brannan, and to add anything else you would like to. 

Secretary Brannan. Well, Mr. Chairman, a small amount of 
money has gone into this area under the crop insurance program. 
The crop insurance program, by its very nature, as you know, is an 
out-of-pocket type of insurance and does not—— 

Mr. Norrevu. Well, Mr. Secretary, I do not want to break into 
your statement but I was just interested in what the Agriculture 
Department had used, if any, of any emergency fund that it might 
have in areas like this. 

Secretary Brannan. Well, Mr. Foley has just put in the record 
the amount of money that was allocated to us. I think we are on 
the way to consuming the bulk of those funds in the rural areas in 
the types of programs, namely, chiefly indemnification types of 
programs which Colonel Howse has already described. 

here have also been some disaster loans made in the area under 
the authority of the Farmers Home Administration. 

(There was discussion off the record.) 

Mr. Norreuu. Mr. Secretary, you do have the Farmers Home 
Administration and they can make immediately available money up 
to $13 million from the disaster loan revolving fund? 

Secretary Brannan. That is the fund to which reference was just 
made. 

Mr. Norrevu. Has anything been done? 

Secretary Brannan. Yes, sir. There have been some disaster 
loans made in the area and our estimate, which we will discuss with 
this committee, indicates the need for an additional $30 million of 
disaster loan funds in this area. 


INDUSTRY RESTORATION OF PROPERTIES 


Mr. Norrevi. What steps have been taken by the major industrial 
concerns to restore their properties to operation, if anything? 

Mr. Howse. Well, Mr. Chairman, I would say that generally 
speaking the major industrial concerns have their own problems in 
hand. 

They are operating, generally speaking, today, some of them on 
an emergency basis and some of them have patched up their premises 
and are operating on the second floors while they are still cleaning 
up the first floors. 

The railroads, for example, are, insofar as the public is concerned, 
operating normally. Actually, they are using each other’s tracks 
and they are using each other’s signals and—— 

Mr. Norretu. What are they waiting on? 
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Mr. Howse. Well, just the time of getting the facilities rebuilt. 
Mr. Norre... Is there anything in this budget estimate for the 
rehabilitation of these larger industries? 

Mr. Howse. There is not. 

Mr. Norre.u. Now, give us a brief statement —— 

Mr. Howse. Well, I might amend that, Mr. Norrell, to this extent. 

There may be, if a larger industry would need a loan of some 
kind; but other than that there is nothing in this estimate that has 
to do with the rehabilitation of a larger industry. 

Mr. Norre.t. All right. Give us a statement about the small- 
business concerns and individuals. Are they doing their utmost to 
repair and rehabilitate their own properties? 

Mr. Howse. I would say that generally speaking again, the small- 
business man in the area is not rebuilding his property. 

In the first place, he has been wiped out. He has no funds with 
which to do the job. 

In the second place, he has been wiped out in most cases owing 
money. He cannot today qualify for any kind of a loan that anybody 
can think of. 

Mr. Norreti. They have been unable to do very much toward 
rehabilitating; is that right? 

Mr. Howse. That is exactly correct. And further, the problem 
is greater than the resources of any individual small-business man. 

Mr. Norrevyi. What percent would you say are rehabilitating of 
their own accord? 

Mr. Howss. I should say that, in numbers, less than 10 percent. 





LEGAL AUTHORITY FOR PROGRAM 


Mr. Norre tt. All right. Now, what is the basic legal authority 
for the program proposed by House Document No. 228? I would 
like to get the law under which you propose to operate. 

Mr. Howse. Well, I do not believe I know what House Document 
228 is. 

Mr. Norretu. The Appropriations Committee under our procedure 
can only appropriate money where there is an authorization unless 
some exception is made, and we always want the law on which a 
budget estimate is based, the authority for making the budget estimate. 

Do I make myself clear? 

Mr. Howse. Well, I think you make yourself clear, Mr. Chairman, 
but I am not so sure that I know how to answer. As I understand it, 
there is no law at the present time and this entire program was set up 
as an appropriations measure. 

Mr. Norrewu. Do you have an attorney in the Department down 
there? 

Mr. Howse. Yes. 

Mr. Norre tu. Will you have your attorney send to the committee 
here his legal opinion regarding the law on which this budget estimate 
is based? 

Mr. Howse. All right? 

Mr. Norretu. \We want the basic authority for the program that 
you have proposed. 

(The information requested is as follows:) 

Except to the extent indicated in the seventeenth paragraph of the President's 
message to the Congress, dated August 20, 1951, requesting a $400,000,000 appro- 
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pension for flood rehabilitation, wherein the existing lending authority of the 
epartment of Agriculture and HHFA, the Veterans’ Administration, and the 
Reconstruction Finance Corporation is described, there is no existing basis in law 
for the program presented. There is, of course, basic authority for the more or 
less standard administrative provisions incorporated in the proposed legislation. 
The reason for requesting that the basic authority be conveyed in the appropria- 
tions measure—for which precedent exists—(e. g., Emergency Appropriation Act, 
fiscal vear 1935, first paragraph under heading of ‘‘Emergency relief’’—48 Stat. 
1056) is the emergency nature of the problem which the legislation is designed to 
meet as explained in the President’s message. 


ORGANIZATION OF FLOOD DISASTER ADMINISTRATION 


Mr. Norre.u. Describe the proposed set-up of the Flood Disaster 
Administration and explain its operating relationship with the other 
agencies involved in this estimate. 

Mr. Howser. We have proposed that the Flood Disaster Adminis- 
tration be a small policy-making body only, comprising, I believe, 
some 30 employees in total. They have proposed further that the 
actual operation be carried out by the existing departments and 
agencies of the Government, principally Agriculture, RFC, and the 
Housing and Home Finance Agency. 

Mr. Norreuu. Do you have any idea about how many people it 
will take to do that? 

Mr. Howse. Well, are we speaking now of the Flood Disaster 
Administration only? 

Mr. Norreuu. Yes, in connection with the work of the Flood 
Disaster Administration itself. 

Mr. Howser. We have provided for that out of the estimate of 
expense in connection with some 30 employees, including the Admin- 
istrator. 

Mr, Norrexu. You think that would be sufficient? 

Mr. Hows. In my own opinion; yes. 

Mr. Norre vi. What additional requests for funds are contemplated 
by other Government agencies for flood relief in this area, if any? 

Mr. Howse. Well, I think no requests insofar as relief funds are 
concerned if these funds are made available. I think the three agencies 
that will have to do this job may have to ask for additional funds for 
administrative expenses. 

Mr. Norre i. You are not now in position to tell us just about 
how much that will be, are you? 

Mr. Howsn. I am not, but I could make these general guesses for 
you, Mr. Chairman. 

Mr. Norre.u. All right. 

Mr. Howss. The Philippine Claims Commission operated for 
slightly less than 3 percent of the $400 million that they dispensed; 
I think 2.6 would be precise. I believe the committee had appropriated 
3 percent of the funds for them for that purpose and they returned 
certain funds when the Commission was wound up. 

My general understanding is that the Department of Agriculture 
will require about 2 or 2% percent for the money that they administer. 

Mr. Norreut. All right. 

Mr. Howse. With respect to the RFC, there are a number of 
pone to be determined before anybody can make a guess as to 
them. 
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They do not now operate, as I understand it, on appropriated 
funds. The question then arises whether the income from their loans 
should be used to offset their expense or whether the income from the 
loans made for this purpose should be returned to the Treasury and 
whether their expenses should be appropriated. 

With respect to insurance, the war damage insurance program was 
administered for about 13% percent. Now, the question in turn 
arises as to the amount of coverage and the amount of premium 
income resulting from the total amount of imsurance that might be 
sold and as of today I would say that that is anybody’s guess, but we 
have a figure of about $150 million of premium income from the 
first year’s operation—-but that is purely a guess. 

Mr. Norrety. Do you plan on making any additional requests 
for disaster relief other than set out in this budget estimate? 

Mr. Howse. No. 

Mr. Norre tu. This is final? 

Mr. Howse. This is the only one. 

Mr. Norrevyi. What did you request of the Bureau of the Budget 
for this program—all of it? 

Mr. Howse. This was the total figure. 

Mr. Norre.u. You requested $400 million? 

Mr. Howse. Yes. 

Mr. Norre tt. All right. Now, let us get to the indemnity pro- 
gram. I have some questions there. 

Mr. Howse. I would like, Mr. Chairman, with your permission, 
to amplify the last answer a little bit. 

Mr. Norre t. All right. 

Mr. Howse. And to say this, that we expect this entire disaster 
program to be cleaned up by the end of the fiscal year and we ex- 
pect that any existing authority of funds that are not in use or not 
allocated or earmarked be returned to the Treasury. 

This is purely a disaster program on an emergency basis and not 
intended to provide any long-term shoring up of any Federal agency. 

Mr. Norre.u. That answer reminds me to ask one more question. 


FEDERAL EXPENDITURES FOR PREVIOUS FLOODS 


With respect to the floods of 1927 and 1937, I wish you would tell 
us if you can what the Government did in those floods as compared 
with what the Government is doing in the flood of 1951 in the Mid- 
west; make a brief statement on that. 

Mr. Howse. Well, briefly, 1 would say to you that the direct relief 
fund in connection with the 1937 flood amounted to about 7 percent 
of the estimated damage of the flood. 

Mr. Norret. Well, how much in dollars, do you know? 

Mr. Howse. May I furnish that to the committee later on? 

Mr. Norrett. Yes. 

Mr. Howse. It is not in this mass of statistics. 

Mr. Norre i. Give us an estimate of the flood damages and the 
amount of money that the Government spent in dollars in the two 
floods and compare it as best you can with the Midwest flood this 
year. 

Mr. Wairren. And how they spent it, what type of program they 
set up. 
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Mr. Norre.v. Yes; will you get that? 
Mr. Howse. Yes. 
(The information requested is as follows:) 


In the Mississippi Valley flood disaster of 1927, the Federal Government, 
according to an estimate by Herbert Hoover, spent approximately $5,000,000. 
In addition, the American Red Cross spent $17% million. The Departments of 
War, Navy, Commerce, and Treasury assisted in rescue and relief operations 
mainly through providing trucks, boats, and seaplanes. Most of the tents, cots, 
blankets, field kitchens, and other equipment required for refugee camps were 
procured from the Army. Agriculture’s Extension Service assisted the Red 
Cross in their seed program, while the Public Health Service and the Veterans’ 
Bureau supplied medicines and vaccines. The United States Chamber of Com- 
merce with the assistance of the Federal Farm Loan Board and the Federal 
intermediate credit banks set up flood credit corporations in three States. 

In the Ohio- Mississippi Valley flood disaster of 1937, the Federal Government’s 
actions were much more extensive. In direct rehabilitation work, the following 
amounts were expended by Federal agencies: 


Cietien: Conservation Comes oiscoc lec - nd cee $4, 320, 000 
(rage RMS. eng a SERS ee ela aN EI ts aS ge a 4, 250, 000 
5 cider iE ERA DGSS ny ie lt a OR i 3, 649, 000 
ee ee Ue ON ee ee 1, 027, 000 
Demons Romine. 6 a el ili 500, 000 
‘Dememee Vane AMtbOrity. ie ir ac ene se Le ckta 250, 000 
epee Tousen AGrammretion. — - oo.  . e  e ce ee 107, 000 

| TEE ERENT 9 SPSS MER Ss Savy ht Ons 2 ee ee ig ap 14, 103, 000 


In addition, the WPA expended $10,780,000 for relief work and flood fighting. 
Of the $1,027,000 expended by the Public Health Service, $837,000 were grants 
to States. In addition to actual expenditures, over $7,000,000 in loans were 
advanced by the Disaster Loan Corporation, the Farm Credit Administration, 
the Resettlement Administration, and the Federal Housing Administration. 
Besides the Federal Government expenditures, the American Red Cross spent 
approximately $25,500,000 in this disaster. 


INDEMNIFICATION PROGRAM 
PRECEDENT FOR INDEMNIFICATION PROGRAM 


Mr. Norrewu. Now, getting to this indemnity program, is there 
any precedent for the indemnification portion of this program? 

Mr. Howse. I think there is, Mr. Chairman. 

First of all, the disaster programs in the thirties that had to do 
with the Dust Bowl. 

Second, the program that was just administered and just concluded 
ee first of this year in connection with the Philippine War Claims 

ct. 

Third—I will have to admit that from my own view this is a little 
stretched but I want to get it in the record, anyway—the service 
bonus paid to veterans for the interruption of their careers. Now, 
you could make somewhat of a case on that but I really am only 
putting that in the record for what it is worth. . 

Mr. Norre.u. That is all right; that is your idea on that subject 
and it states your position with regard to it. 

Mr. Howse. That is the position. 

Mr. Norretu. Can you discuss the extent of such indemnification 
in previous floods that we have had such as the 1927 and 1937 floods? 

Mr. Howss. There were no indemnification programs at that 
time. It was all direct relief. 
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But, I would like to restate one point that I made in my summary 
and that is that the total amount of this ind m ification is only about 
10 cents on the dollar of loss and tha: i; about the rate at which the 
Federal Government is present y prov d ng re! f in disa; er, and that 
is compared to 7 cents on the dollar of dire:. r lief n tie 1937 flood; 
and when you bear in mind that floods have a compou d effect and 
that this flood is at least five times greiter tha » a rytli ig recor led in 
the history of this country and in an am u tg ate’ than ¢ll flood loss 
from 1902 to 1941, and if you apply a comp und formu a, you can 


make a very strong case for direct relief funds up to 30 cents on the 
dollar. 


CONTRIBUTION OF DISASTER AREA TO NATIONAL INCOME 
AND PRODUCTION ad 


Mr. Norre vv. All right. Now, I would like for you to describe 
the contribution of the disaster area to the national income. You 
might give it on a dollar basis or percent basis. If you cannot do that 
now, I would like to have you put it in the record. 

Mr. Howssr. I would like to furnish that. 

Mr. Norre tu. All right. 

(The information requested is as follows:) 


With regard to the contribution of the flood-disaster area to the national 
income and the relation of its production to the total production of the country, 
the Office of Business Economics, Department of Commerce, reports the following 
figures: 

Income payments to individuals, 1950 
Peqenrermamemn Fe 
i aha Sa Shade vad cle ak cESENS, & _.. 5, 560, 000, 000 


Kansas. 
Missouri 


Total an ek. aan Sota ae Kate . 8, 127, 000, 000 


The two-State total of $8,127,000,000 compares with a total for the United 
States of $217,245,000,000, or approximately 4 percent of the national total. 
These figures cover only the States of Kansas and Missouri since only minor parts 
of Oklahoma and Illinois were affected, and there is no breakdown available of the 
States’ totals. Moreover, it is felt thet eliminating the letter areas would 
compensate at least in part for the inclusion of the entire States of Kansas and 
Missouri, even though some of their territory was not actually affected by the 
flood. The Office of Business Economies advises that production figures or 
gross national product figures ere not available by States, but that the figures on 
income payments can be taken as reasonably indicative of the relationship of 
production in this area to the total national production. 

Mr. Norretu. In that connection, what is the relationship of 
total production in this area to the total national production? 

Mr. Howse. I will develop that for you also. I mentioned this 
morning the agricultural percent but I did not have any of the others. 

Mr. Norretu. Yes. I would like to have the over-all picture: 
First, the contribution of the area to the national strength; and, 
second, the production of that area to the total national production. 

Mr. Howse. Of course, in this connection, we have yet to furnish 
the figure, but I would like to comment, if I may, Mr. Chairman, the 
amount or the percent in our opinion is not the most significant figure. 
The point is that whatever the percent or the amount may be, it is 
that margin that we cannot afford to lose while we are in the defense 
effort. 

Mr. Norreiy. Well, we think we can agree with you on that, but 
we would like to have the other information too. 

(The information requested is included in the previous insertion.) 
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JUSTIFICATION FOR ASSISTING SMALL PROPERTY OWNERS 


Mr. Norre.y_. How can we justify assisting one segment of the 
economy, the small-property owners, and not assisting the large- 
property owners? 

Mr. Howse. Well, I think, first of all- 

Mr. Norre.u. Give us your attitude on that and why you think 
we would be justified in doing it. 

Mr. Howse. I think first of all we must recognize that the program 
is frankly discriminatory. There is not any way you can get around 
that. 

On the other hand, the large-property owner has a tax advantage 
or an offset advantage against other income that the single entre- 
preneur or the small-business man does not have. 

By virtue of our peculiar tax situation today the large company that 
is in the 72-percent tax bracket and that can offset income from other 
parts of the country from plants located in other areas, does enjoy a 
peculiar advantage that the single small business cannot have access 
to. 

Further, I think we have got to recognize that the backbone of 
this area is not the large corporation but it is the multiplicity of small 
businesses and small farmers and small home owners in the area. 
That is about it, as I can see it. 





PARTICIPATION BY STATES IN INDEMNITY PROGRAM 


Mr. Norrexu. To what extent will States and local governments 
be required to match Federal funds? 

Mr. Howser. I should say that the principal of State and local 
participation, in my personal view and in the President’s message, 
too, is established as being clearly desirable. 

Now, the States have certain constitutional limitations as to the 
manner in which they can or cannot use funds. 

I believe it is rather clearly established now that neither of the 
principal States concerned, Kansas or Missouri, neither could partici- 
pate in the indemnification program to individuals. 

They could, however, rehabilitate their own properties and they 
could offset the same amount by taking care of their own properties 
and the end result would be the same. 

I have not yet been able to determine to my own satisfaction the 
amount of participation or matching. The area is so large and each 
city has its own peculiar problems. Some cities were completely 
inundated and others were only partially inundated and it is my 
pers(n»l view that it is not possible to determine a rigid formula at 
this time. 

Mr. Norreuy. And you are not planning to do that if the program 
is adopted and you have your option about it? 

Mr. Howse. We w uld recommend that the Administrator have 
the cpton of s:ch » m ve. 

Mr. Norre.t. W ud the Government make a larger contribution, 
in (ter wor.s, to one State than another due to any of the State 
laws or—— 

Mr. Howse. I would not think so, Mr. Chairman. There are 
different amounts to these States because the damage varies greatly 
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by States but insofar as the relative proportion of payment for 
damages concerned, I should think it could be the same for all the 
victims. ; 

Mr. Norretu. To what extent, if any, would you encourage home 
owners to locate elsewhere? 

Mr. Howss. Well, I should say that—I would like to say to the 
maximum possible extent, yet, I do not quite know what that means. 

I could answer directly by saying in my own view and also as 
expressed in the President’s message, no funds should be made 
available for rehabilitating in areas that do not have flood protection. 

Now again, that has got to be taken on an individual locality-by- 
locality basis; but I see no sense in pouring money into an area that 
might be inundated again next year. 

Mr. Norretu. In your judgment then, would this be made a condi- 
tion precedent to the grant? 

Mr. Howse. Well, I should say, “‘Yes,” to that, I should say to you 
that no aid would be forthcoming in those areas and properties 
lying in the area which would be acquired by this Flood Administra- 
tion for public-uses when the grants are made. 


LOSSES TO FARM PROPERTY 


Mr. Norretyt. Do you know what the total damages to farm 
property amounts to? 

Mr. Howse. Yes. The total agricultural damage is $483 million. 
I can break that down for you between land damage, crops, homes, 
buildings, machinery, and equipment, fencing, livestock, stored grain 
and levees. 


COVERAGE OF FARM DAMAGE BY CROP INSURANCE 


Mr. Norretu. The next question I want to ask Mr. Howse is, 
How much of the acreage destroyed or damaged is covered by crop 
insurance, if any? 

Mr. Howse. Might I ask Mr. Waters, of the Department of Agri- 
culture, Mr. Chairman? 

Mr. Norrewu. Yes. 

Mr. Warers. It figures out about 1 percent of the total crop loss. 

Mr. Norreu. Can you give it to us in dollars? 

Mr. Warers. I can’t give it to you in dollars. In some States— 
in a State like Oklahoma, for instance, it has had some crop insurance 
for draught as well as flood insurance. And the present table I have 
with me for the State totals on crop insurance covers the same areas 
covered by flood. We haven’t broken those down to distinguish 
them from flood damages and others. The total crop-insurance 
indemnity in this area covered by these estimates would amount to 
only 1 percent, slightly less than 1 percent of the crop losses alone. 


AMOUNT OF DIRECT ASSISTANCE TO FARMERS AND COST OF ADMINISTRA- 
TION 


"Mr. Norre ru. Of the $55,000,000 requested for aid to farmers 
how much represents actual payments to farmers and what portion 
represents the cost of administration or assistance by the Extension 
Service or other agencies of the Department of Agriculture? 
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Mr. Waters. On farm assistance in our proposals it was for 
$16,000,000, of which $14,700,000 would be designated as direct 
assistance to the farmers and the balance would be technical assistance 
to the Soil Conservation Service and administrative costs on farm 
assistance. For direct items and assistance to affected farm families 
through the Extension Service we propose $180,000. We propose 
$1,750,000 as grants to farm families unable to secure loans to be 
administered through the Farmers Home Administration. Those grants 
are primarily intended for tenants and others in the very low-income 
classifications, for which loan assistance would not be feasible. 

The balance of the land-restoration program is $1,960,000 for 
emergency restoration of channel capacity, upstream clearance, which 
will be primarily contract work. It is assistance off the farm and 
the type of assistance for which no one farmer could be directly 
responsible. It is to improve the terrain so that the individual farmer 
can go ahead with his own land improvements. 


DIRECT ASSISTANCE TO HOME OWNERS AND COST OF ADMINISTRATION 


Mr. Norre.u. How much of the $60,000,000 requested for grants 
to home owners represents actual payments to individuals and how 
much represents cost of administration or Federal operating expenses? 

Maybe you are the one to answer that, Mr. Howse. 

Mr. Howse. I would like to refer the question if I could to Mr. 
Foley, Mr. Chairman. 

Mr. Fotry. What is the question? 

Mr. Norreti. How much of the $60,000,000 requested for grants 
to home owners represents actual payments to individuals and how 
much represents cost of administration, or Federal operating expenses? 

Mr. Forry. To the extent, Congressman, that the figure can be 
accepted as one that will be the eventual distribution, since it is based 
on estimates now, the answer I think would be different. A small 
percentage would be involved in administrative expense, depending on 
what finally were the conditions under which the indemnification was 
to be applied. I would guess a very small percentage. For instance, 
in handling the Disaster Relief Act, in which work much of the admin- 
istrative work is done by State and city agencies, we contemplate not 
more than 2 percent of the total for administrative cost; and depending 
again what the administrative detail was, which might depend on the 
form in which the authorization finally was given, I would say that 
some very small percentage, 3, 4, possibly 5 at the top, would be 
administrative cost. 

If I may expand that just a little bit, Congressman, these figures 
on housing damage and cost which are given here are necessarily a 
composite of estimates. For one reason, the housing involved is both 
urban and nonurban, and rural. It is very widely scattered. A rela- 
tively small part of it is involved in either FHA or Veterans’ Adminis- 
tration cases. And so the survey has had to be a composite—plus the 
fact that until you go in actually and make an estimate professionally 
on the spot, an estimate of the cost of replacement is relatively s‘mple, 
but an estimated cost of repairing damages is not, for the further 
reason that in the type of damage we have encountered here you fre- 
quently cannot determine the amount of damage, and consequently 
the amount of cost of reconstruction, until the job is actually under 
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way. There have been cases in which it appeared quite feasible and 
safe and the local health authorities have permitted people to enter 
their house and subsequently the house has collapsed. This flood has 
done a great of hidden damage to foundations. 

So these figures are advanced to you as figures which we would have 
to ask you to recognize as an informed estimate but not entirely accu- 
rate. I think the figures that have been presented here could be 
regarded as ceilings. 

Mr. Norrevu. At least that is the best estimate you could give me 
up to this date? 

Mr. Fotry. That’s right. 


AMOUNT OF GRANTS TO INDUSTRY AND COST OF ADMINISTRATION 


Mr. Norre.i. What is the breakdown of the $75,000,000 requested 
for grants to industrial and commercial concerns by the administration? 

Mr. Howser. Mr. Chairman, Mr. Bukowski has just come in. 
Could I ask him to answer that question? 

Mr. Norrexyi. Did you get the question? 

Mr. Buxowskt. No, sir. 

Mr. Norreiyi. What is the breakdown of the $75,000,000 request 
for grants to industrial and commercial concerns by the administration 
and other expenses? 

Mr. Bukowski. I don’t have that, sir. 

Mr. Norrewyi. You don’t have that? 

Mr. Buxowsk. No, sir. 


PROCEDURE FOR HANDLING APPLICATIONS AND PAYMENTS OF CLAIMS 


Mr. Norrevi. What final plans have vou worked out for handling 
applications and payments of claims? 

Mr. Howse. We propose, Mr. Chairman, to utilize every commer- 
cial banking facility in the entire region. Obviously the disasters 
have a spread over a thousand miles in length, and even if you establish 
10 emergency offices they will still be a hundred miles apart. We 
would like to utilize the local banking facilities in every community in 
that area, to call upon them as a community gesture, to be a point at 
which the claims could be filed. They know their local people, they 
know essentially what their conditions were before the flood, and they 
would understand the administration of the claim procedure and they 
would know about what a man would have coming after he filed the 
claim. And they could then assist him with some interim financing, 
pending the final approval and payment of the claim itself, which 
might be filed in each local community affected, possibly at the local 
bank or banks, and forwarded then to a regional office for processing. 


PROGRAM FOR DEBT ADJUSTMENT 


Mr. Norrext. All right. What is your program for debt adjust- 
ment? 

Mr. Howse. To be quite candid, the debt adjustment program is 
one that is difficult to define. 


Mr. Norre tt. I thought that, Mr. Howse. That is the reason I 
asked that question. 
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Mr. Howskr. There is not, so far as I am aware, any means by 
which we can force or require a creditor to compromise his claim against 
the debtor. There is not any means, so far as I am aware, whereby 
a mortgageholder or a lienholder can be required to make an adjust- 
ment. As a practical matter, however, I cannot imagine a creditor 
who wouldn’t rather get 50 or 60 percent on a dollar than perhaps 
get nothing. And that program we intended to work out through 
the use of local committees to get their services against the creditor 
if necessary in the cases that got sticky. We don’t anticipate there 
will be many of them in that category, however. But it cannot be a 
mandatory program insofar as I know. 

Mr. Norrevu. Do you have any standards now at all for debt 
adjustments? 

Mr. Howskz. I had worked out in my own mind, Mr. Norrell—and 
the advisory committees in that area have agreed with my thinking— 
perhaps it would be better to say we have all come to the same 
conclusion. 

Mr. Norrevyi. What is that? 

Mr. Howsr. About 70 to 75 cents on the dollar would be a fair 
figure. 

Mr. Norrevyi. What agency do you propose to assign this responsi- 
bility to? 

Mr. Howse. To the RFC. 

Mr. NorreE uu. Is there any preachment or law for this portion of 
the proposal, if you know? , 

Mr. Howse. Well, there is none that I know of except that in the 
administration of the Philippine Claims Commission the policy was 
adopted of not paying mortgageholders or lienholders except under 
an adjustment basis. And the Philippine law upheld that position. 
There is no basis for this insofar as I am aware, no law in this country. 
There may be a similar precedent in the agricultural debt adjustment 
programs of the 1930’s where the Agricultural Department loan 
programs were extended to farmers with the understanding that they 
would consolidate his entire debt and pay off the creditors at a reduced 
figure. ‘Those are the only possible precedents of which I am aware. 

Mr. Fouey. There is a partial precedent, perhaps, in the operation 
of the HOLC, Mr. Chairman. 

Mr. Norreti. Do you propose any construction in areas that 
might be flooded again? 

Mr. Howse. We do not. 

Mr. Norrexii. And you wouldn’t do it if the program were adopted 
by Congress? 

Mr. Howse. Absolutely not. 

Mr. Norre.u. Have you suggested any construction of recreational 
projects in your breakdown in areas that might be again flooded? 

Mr. Howssz. I don’t know that I understand the question, Mr. 
Norrell, frankly. 

Mr. Fouey. If I may suggest there, Mr. Chairman, it is suggested 
that areas in which relocation is to be discouraged might be acquired 
for public use, but it does not go on to provide for public construction, 
if that is the point vou have. 

Mr. Norreiyi. You would not spend any construction money in 
such areas for anything, would you? 
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Mr. Fotry. No construction money for public construction like 
that is contemplated. 

Is that right, Colonel Howse? 

Mr. Howse. Certainly. 

Mr. Norre tu. Will the public bear the cost for the reconstruction 
of recreational activities that have been washed away? 

Mr. Howse. Well, I should say that the Federal Government—let 
me go at it another way. This program is geared to the indemnifica- 
tion of private property only and would not apply to public property. 

Mr. Norrevi. What would be your idea of assisting in the public 
property reconstruction? 

Mr. Howse. Well, the States and cities will already have shared 
in the $25,000,000 that Mr. Foley is administering. They are pro- 
hibited by the State constitutions from participating in this indem- 
nification program. And my own view was that the amounts could 
be prohibited. They could be required to rehabilitate their own pub- 
lic property, and the end result would probably be as broad as it was 
long if you required a certain percentage participation in the indem- 
nification program. 

Mr. Norre.u. So you propose no money on public property? 

Mr. Howse. Not in this bill. 

Mr. Norreu. Not in this bill. 


Loan PROGRAM 
FUNDS AVAILABLE FOR FEDERAL LOANS IN DISASTER AREA 


Now just a little about the loan program. What is the total amount 
of funds now available to the various Federal agencies for loans in 
the disaster area? 

Mr. Howser. May I ask Mr. Bukowski to answer that? 

Mr. Norre.u. Yes, sir. 

Mr. Buxowskt. I can only speak for the RFC. Of the $40,000,000 
allowed for the disaster-loan program we have $5,000,000 of that ex- 
pended and $35,000,000 still unused. Against that $35,000,000 we 
have commitments now made as a result of our activities in the Mid- 
west disaster area and applications pending for an aggregate presently 
of $18,000,000, which leaves still unused approximately $17,000,000 
of our present lending authority into the disaster-lending program. 

Mr. Norretu. Do you plan on making any additional commit- 
ments? 

Mr. Buxowskt. Yes, sir; so long as the applications as to their 
purpose keep coming in it is our intent to carry out the mandate of 
that law. 

Mr. Norrewvu. There is how much uncommitted money left? 

Mr. Buxowskx1. About $17,000,000. 

Mr. Norrety. How much have you committed during this flood 
emergency? 

Mr. Buxowskr. Actual commitments as of September 13 approxi- 
mate $8,700,000. 

Mr. Norreti. Now how much money does the RFC have available 
for commercial and industrial credits? 

Mr. Buxowsk1r. Outside of its disaster loan authority, in round 
figures I would say $300,000,000. 
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NEED FOR ADDITIONAL LOAN AUTHORITY 


Mr. Norre.u. Does it have full authority to meet the situation 
regarding this angle of the emergency? 

Mr. Buxowsk1. In our opinion; no. 

Mr. Norrevu. You say no? 

Mr. Bukowski. No, sir. 

Mr. Norretu. Then will you explain what additional authority 
you would need? 

Mr. Busowskr. It is our feeling that many of the disaster victims 
have held back upon the matter of making applications for loans to 
rehabilitate the damage they have suffered because of the expectation 
that the Government may provide some indemnity program or some 
retroactive flood insurance program. But as soon as the picture is 
clarified one way or the other it is our feeling that the volume of 
applications will increase very, very substantially. For example, 
a total of 7,000 interviews were had. Those interviews of disaster 
flood victims resulted in approximately 2,200 applications being handed 
out, of which only 1,200 were filed. 

Mr. Norre tu. All right. How much additional do you think you 
will need for the purposes that the RFC has jurisdiction over? 

Mr. Bukowski. The considered judgment of members of our staff 
who are closely associated with that operation and myself is that it 
will be between $65 million and $90 million, depending upon the 
character of the development of the program in its entirety. 

Mr. Norretu. And that additional money would be used in the way 
you have suggested here, with the authority you already have and the 
authority you say you ought to have? 

Mr. Buxkowskt. Yes, sir. 

Mr. Norre.u. How would such agencies as the RFC use part of the 
appropriation requested for making loans, since it now handles loans 
under authority borrowed from the Treasury? 

Mr. Buxowskt. Will you be good enough to give me that question 
again, please. 

Mr. Norretyi. Yes. You are borrowing money now from the 
Treasury? 

Mr. Bukowski. Under our regular RFC procedure; yes, sir. 

Mr. Norre.u. Now, since you borrow money from the Treasury, 
how would you make these loans, from appropriated funds? You 
would have to get the money in the same way, wouldn’t you? 

Mr. Buxowskl1. Yes, sir. 

Mr. Norretu. There would be no change or difference? 

Mr. Bukowski. There would be some simplification of one phase 
of the program, namely, permitting the banks to participate with us 
in making the loans. But otherwise the same principles would apply. 

Mr. Norre.u. And your trouble is that you don’t have the author- 
ity to borrow as much as you would like to? 

Mr. Bukowski. We have limits to it at the present. 

Mr. Norre.v. If those limits were increased then you could borrow 
the amount of money you say you need; is that right? 

Mr. Buxowskt. Yes, sir. 

Mr. Howse. I wonder if I might ask Mr. Bukowski a question, 
Mr. Chairman, if he has an increased borrowing authority from the 
Treasury will he still have the authority that he needs. 
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Mr. Norreti. No; I understand he has testified not. He says 
he needs additional authority. But he said that if the authority to 
borrow additional money was granted by Congress the additional 
funds that he needed could be borrowed from the Treasury under 
that additional authority; is that right? 

Mr. Buxowsk1. That is correct. 

Mr. Howse. The point I am trying to make is that you will still 
be under the limits of not being able to participate with local banks. 

Mr. Bukowski. That is correct. 

Mr. Norreiu. He has explained that he needs more authority; 
there is no doubt about that. 





AMOUNT AVAILABLE FOR FARM CREDIT 


All right. How much is available for farm credit, including 
REA and Farmers Home Administration loan funds? 

Mr. Warers. The Farmers Home Administration, in addition to 
its regular loan program, also handles the disaster loan program and 
now has approximately $13,000,000 available in the disaster loan 
revolving fund. That —_ is to cover disaster loans for the Nation 
as a whole. However, funds have been made available for this im- 
mediate area with the exe eption that some additional loan authoriza- 
tion, loan funds, will be provided to take care vf needs in other parts 


of the country throughout the balance of the year. I cannot give you 
the exact figures of REA except that there are hers any funds requested 
in this measure for additional funds for REA. The REA has ad- 


vanced additional funds to the cooperatives in the area that needed 
additional funds to carry them over the emergency and to improve 
facilities that had been damaged. The regular Farmers Home 
Administration program has an allocation of funds by formula among 
States. It is impossible to increase that for these particular States. 
The disaster revolving fund, however, which is designed for this type 
of purpose—our recommendations were that funds be used in a similar 
manner as the loans under the disaster revolving fund, that loan money 
be made available and be loaned on the same basis and same way 
through the Farmers Home Administration as our revolving disaster 
loan program. 

Mr. Norre.u. Those agencies, unless it would be the Farmers 
Home Administration, have plenty of money to do what they are 
authorized to do under the law? 

Mr. Warers. That’s right. 

Mr. Norreti. The Farmers Home Administration, I believe, does 
not, is that right? Do you have plenty of money in those ‘other 

agencies to do what you are authorized to do under the law? 

Mr. Waters. To do what we are authorized to do with the excep- 
tion of the disaster loans. We have the authorization but we don’t 
have in our opinion sufficient funds to meet the need for disaster loans 
as anticipated in those areas. 

Mr. Norre.i. How much additional are you asking for the Farmers 
Home Administration? 

Mr. Warers. We have an estimate of $30,000,000 additional loan 
money for that area. 

Mr. Norrevu. How will that be used? 
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Mr. Waters. That will be our major lending peogeas in the flood 
area. The disaster loans are very broad as far as the type of things 
they can be used for; practically everything except refinancing and 
existing indebtedness. They can be used for operating funds for the 
farmer until he has a crop come in, for getting in livestock and seed 
he may need to get back into production; they may be used for restor- 
ing buildings and homes and things of that kind he needs to get into 
production. 

Mr. Norrety. And that covers the use that the money would be 

ut to? 

m Mr. Waters. Yes. 

Mr. Norre.t. Is there any need for additional legal authority for 
this portion of your program? 

Mr. Warers. I think it is a question of just additional funds and 
not additional authority. 


PROCEDURE FOR PROCESSING LOAN APPLICATIONS 


Mr. Norretyi. How do you plan to handle the processing of loan 
applications and the granting of loans, Mr. Howse? 

Mr. Howse. May I ask Mr. Bukowski again? 

Mr. Buxowsk1. Our philosophy, with the advent of this disaster 
in the Midwest, is that everything should be done to facilitate speedy 
consideration and disposition of the applications. So we streamlined 
our program of lending under the existing authority by bringing in 
first the cooperation of the local banks. We made arrangements 
with them, and they responded beautifully to the suggestion that, 
being interested in the welfare of their communities, they first of all 
make distribution of the applications themselves; secondly, receive 
the applications and help the applicant in the preparation of the 
document itself; thirdly, by the simple answering of questions which 
we provided them, supply the necessary information to pass on the 
credit and make an appropriate recommendation. When that is 
ready we get our field examiner in charge of the emergency field office 
to pick up that application, and overnight—and certainly not later 
than 24 hours—view the damage, determine either affirmatively or 
negatively the action to be taken, approve the application, and re- 
deliver it to the bank within that 24-hour period 

That made it possible for the disaster victim, knowing that he has 
& commitment in hand for money to do certain things with respect 
to the rehabilitation of his property, to contact the contractor and 
start to work on it. 

That is the basis under which we have been operating on loans up 
to $5,000, and that would be the program that we would propose to 
continue operating under. 


EFFECT OF REGULATION X 


Mr. Norretu. To what extent do you propose to liberalize lending 
terms upon the relaxing of credit conditions under regulation X? 

Mr. Howsr. May I defer again to Mr. Bukowski? 

I think it might be well to ask the three agencies, Mr. Chairman, 
if I can suggest that. 
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Mr. Bukowski. Speaking for ourselves—and I think it would be 
a good program for everyone involved in the disaster program—our 
attitude is that regulation X has no application to these because of 
the emergency character of the problem. I am not entirely certain 
that there has been a formal determination that regulation X does 
not apply, but it is my impression, as a common sense proposition 
and my best recollection, that the Federal Reserve bank has exempted 
the disaster area from the application of regulation X. 

Mr. Fouey. Regulation R is exempted from this type of hardship 
cases by its own terms. 

Mr. Norre.t. I think at this point we ought to have your defini- 
tion of what a liberal loan is. You have used that word a number of 
times in here. What do you really mean by that? 

Mr. Howss. Well, I think—if we might take a housing loan first, 
I would hundred-percent guaranteed FHA mortgages for housing 
to replace housing lost in the flood area. Now that has been—that 
situation has been met partially by an amendment to the Housing 
Act, as I understand it, and hundred-percent guaranteed FHA loans 
are now available on new houses. There is some question in my own 
mind as to whether or not that should not be made available on 
existing construction. I haven’t had a chance to discuss that with 
the Housing Administrator. I don’t know what his feelings are. I 
would think that in connection with disaster loans for business, that 
term loans, long-term loans with respect to capital loans should be 
made available at a low rate of interest, possibly 3 or 4 percent. I 
would think with respect to housing loans and to farm loans that the 

resent program will probably be adequate. I understand the Farm 
ome Administration can go up to 33- and 34-year loans at 4 percent 
if necessary. 

Mr. Norreiit. What would the maximum loan be? Twenty 
thousand dollars to any one customer? 

Mr. Howse. I don’t know how you can put a ceiling on loans, Mr. 
Chairman. I would say certainly if I were administering the loan 
program that the loans in lower amounts for individuals could well 
be considered in one category. And when you get into the higher 
amounts in excess of $100,000 they then might bear a little more 
direct relationship to a business loan than the lower amount loan would. 

Mr. Norreuu. You have no concrete suggestion to make at this 
time, then? 

Mr. Howse. I don’t have, and I don’t see how one can be made, 
because every case out there is different. 

Mr. Norre tt. All right. Let us get on the insurance program. 


INSURANCE PROGRAM 
LACK OF FEDERAL PAST EXPERIENCE WITH FLOOD INSURANCE 


What has been the experience in the past relative to this type of 
insurance, either by the Federal Government or private insurance 
companies? 

Mr. Howse. Flood insurance? 

Mr. Norreuu. Yes 

Mr. Howse. Well, so far as I am aware the Federal Government 
has never been concerned with flood insurance. They have had no 
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experience in that field. The private companies have had virtually 
no experience either, for the reason that they have never been able 
to get together on a flood-insurance program. The character of 
flood insurance is even more clearly localized than is wind insurance. 
Now it hasn’t been too many years back, as I understand it, that the 
companies were only then able to get together on a hazard insurance 
or windstorm insurance. 


NECESSITY FOR ASSISTANCE TO PRIVATE INSURANCE COMPANIES 


Mr. Norre.t. Is there any possibility, then, of getting the private 
insurance companies to take over the program? 

Mr. Howssz. You mean without Federal help? 

Mr. Norre.u. Yes. 

Mr. Howskz. I believe I can say to you categorically that there 
isn’t any possibility. 

Mr. Norre.t. Is there with Federal assistance? 

Mr. Howskz. I can say just as categorically to you that there is. 

Mr. Norre.t. It is just a question ot how much assistance? 

Mr. Howss. The question has been posed to the insurance industry. 
They have had a series of meetings on this subject for nearly 6 weeks 
now. And while the mutual companies and the reciprocal companies 
have not been included in the discussions the stock companies are 
unanimous. And that is about 95 percent of the total hazard insur- 
ance written, as | understand it. They have agreed among themselves 
that there was no way in which they could take this thing on indi- 
vidually. There are too many complications with the 48 different 
State insurance commissions; there are too many problems with 
respect to losses within the first few years until their premiums would 
have a chance to create reserves. 

Mr. Norrett. So they are unwilling to go into it? 

Mr. Howssz. They are unable to go into it, so they think. They 
are quite anxious to engage in some sort of a program similar to the 
program they helped in during the war, the war risk insurance pro- 
gram, where they wrote the policies, handled all of the administrative 
work, in effect adjusted the claims, even, and limited the premiums to 
the account of the Federal agencies less their commissions. 


OPERATION OF PROGRAM 


Mr. Norreu. Well, how will the program that you propose be 
operated? Can you give us a brief statement on that? 

Mr. Howss. I intets propose that it be operated in exactly the same 
manner as the war risk damage insurance program was operated. 
There are essentially only two ways in which it can be operated. 
One would be for the insurance companies to insure the risk them- 
selves and to reinsure with an agency of the Federal Government so 
that their laws would be limited. They don’t want to get in that 
position, for the reason that they may have one idea about a loss and 
the reinsurer may have another idea, and they would be in between 
the insured and the insurer. The war risk insurance was handled 
through virtually every private insurance company in the country, 
who sold the policies, handled the entire administrative details them- 
selves; and the premiums were limited to the War Risk, War Damage 
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Insurance Company, whatever the name of it was, less @ minimum 
sliding scale of commissions. I believe there was a minimum of $1 
per policy. By the same token there was a maximum, I think, of 
$750. And I know of at least one case where the premiums under 
ordinary rates would have amounted to about $2,000,000, and the 
firm collected a fee of $750. 


BASIS OF INSURANCE 


Mr. Norrexu. Would the insurance be on a per-acre basis? 

Mr. Howse. Well, the insurance would be on the basis of evalua- 
tion of property. I don’t know of any way—TI don’t know the way 
in which they would determine insurance on land. And offhand I 
am inclined to think that that might not be included. But buildings 
and improvement of the property would be. 

Mr. Norreu. On evaluation. And who would make that evalua- 
tion? 

Mr. Howse. Well, Mr. Chairman, I just don’t know. That’s one 
of the things that we haven't gotten into, frankly. 

Mr. Norreuu. Actually you haven’t gone into the insurance pro- 
posal far enough to have any—or at least many—of the details worked 
out; is that correct? 


Mr. Howse. I would say for practical purposes none of them 
worked out. 

Mr. Norretu. All right. So you are unable now to tell us how 
you might eventually establish the rates of the insurance? You are 
not absolutely sure about that at this time? 

Mr. Howsz. No. I am not only not sure, but I could say to you 
that they would have to be determined on an actuarial table. The 
insurance associations have retained an insurance engineering firm, 
one of the top ones in the country, who are drafting for the different 
insurance companies represented in the associations an actuarial basis 
on which this thing could be handled. But that information won’t 
be available for 2 or 3 weeks yet. 


EXTENT OF COVERAGE ANTICIPATED 


Mr. Norretu. What extent of coverage could you reasonably an- 
ticipate? That is to say, how much of the United States would you 
expect to come into the program? I mean, there are areas that never 
have a flood. There are some areas that have a flood ever Vv year. 

Mr. Howsz. I have got to give this a little bit of an answer here. 

Mr. Norrewt. Make it as brief as you can. 

Mr. Howse. The extent of the coverage over the country would 
depend, would be in direct relationship to the definition of the risk. 
Now obviously if the risk is confined to water coming up frem a river 
that is one kind of an exposure. If the risk is defined to include flash 
floods that could happen any place then you could expect a much 
greater coverage. Those are the things that the insurance engineering 
people are now trying to determine. 

But to give you a dollar figure, their guess at the moment—and it is 
sheer guesswor k—certainly they would generate about $150,000,000 a 
year in premiums; that if they had a 5-year period of time without any 
great catastrophe but just the usual run-of-the-mill flood losses which 
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aren’t too great year by year, that in a 5-year period of time they 
could probably establish enough reserves so that the original cost or 
the original amount of money put up by the Federal Government 
might be returned intact. On the other hand, if within the 5-year 
period they had another flood like this, then they would be hit pretty 
hard and there wouldn’t be any reserve. 


ORGANIZATION NECESSARY FOR LOAN PAYMENT 


Mr. Norrevu. Now I got the impression a while ago that the 
insurance companies were unwilling to handle the matter as it stands 
today. They might handle it on some kind of a subsidized basis by 
the Government. Since they would be unwilling to handle it except 
on a subsidized basis, we would necessarily have to have a rather 
extensive program, especially in its formative period, until it was well 
established and the insurance companies could take it over. Is 
that right? 

Mr. Howse. No; that is not correct. 

Mr. Norre.u. Then tell me your version of the matter. 

‘Mr. Howse. The war-risk damage insurance, which was a separate 
corporation, I believe, had three or four top employees and two or three 
minor employees, and that is the most employees they ever had dur- 
ing the war. The balance of the program was carried out by the 
insurance companies and their local offices and their local agencies. 
That still means there is an administrative cost incurred. 

Mr. Norre.tut. Do you have an idea of how much organization 
you would have to have? 

Mr. Howse. In my opinion—and Mr. Bukowski is here and he 
perhaps should speak for his agency—but in my own opinion if he had 
more than 10 or 12 employees he would be overstaffed. 





EXTENSION OF INSURANCE TO STATE AND LOCAL GOVERNMENTS 


Mr. Norre.y. All right. Why do you propose that they have 
State and local government protection under this insurance? 

Mr. Howser. By insurance? 

Mr. Norre.u. Yes. 

Mr. Howse. Well, I don’t know that we do specifically propose it. 
We simply had not eliminated—I haven’t gotten that far in my 
thinking, frankly. 

Mr. Norre uw. ,Well, are you in position now to tell us who you 
propose to include or exclude? 

Mr. Howse. I would say if they are willing to pay the premium 
and there was that much more coverage and that much more income 
it would be desirable to include them. But I just haven’t gotten that 
one figured out. 

Mr. Norreuy. Aren't most States insured themselves? For 
instance, Arkansas? 

Mr. Howse. I believe most of them are, but whether some States 
would want to get in on this I don’t know. 

Mr. Norre.i. Do you say the Federal Government should pay 


for the loss of some building that Mississippi might lose by an act 
of God? 
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Mr. Howse. I would say if they would pay the premium on it, 
but otherwise no. 

Mr. Norrewu. And you don’t know what that premium would be, 
do you? 

Mr. Howse. At the moment I do not. 

Mr. Norrety. What standards will you use to determine whether 
private insurance is available at reasonable rates and on reasonable 
conditions before you take it over? 

Mr. Howse. I believe that that is pretty well predetermined for us, 
since the association decided the week before last that there was no 
way in which they could get into the picture themselves. 


DANGER OF INDUCING INDISCRIMINATE INVESTMENTS IN AREAS SUBJECT 
TO RECURRING FLOODS 


Mr. Norreti. How do you propose to administer this program so 
as not to serve as an inducement for indiscriminate investments in 
property subject to recurring floods? 

Mr. Howse. Well—— 

Mr. Norretv. You can’t do it, can you? 

Mr. Howss. I think so, but I can’t tell you how now. 

Mr. Norrewu. That is a $64 question, isn’t it? 

Mr. Howssr. It is a tough question. I think you would have to 
have some kind of a differential rate of exposure. And you would 
have to have some areas in which you just would not insure at all, the 
same as you would not rebuild now at all. 


STEPS BEING TAKEN TO REESTABLISH FLOOD-PROTECTION PROJECTS 


Mr. Norreiti. What steps are being taken to reestablish flood- 
protection projects in this area? 

Mr. Howse. The engineers are already underway on the emergency 
work on the dikes and the levees. The difficulty there very simply 
is that it will be 6 or 7 months yet the best they can do with super- 
human effort, to restore the same measure of protection that existed 
before the flood. Insofar as any long-term programs are concerned 
this proposal is limited short of any debate on that subject and I 
don’t know what is being done there. 

Mr. Norre.v. All right. What is your opinion as to the possi- 
bility of recurrence of similar floods in this area? That is one you 
don’t know either, do you? 

Mr. Howse. Well, I can say that this is the third one like this in 
about a hundred years. But I don’t know what that proves either. 

Mr. Norre wt. All right, Mr. Whitten. 

Mr. Wuirren. Mr. Howse, has the preparation of this budget re- 
quest been under your supervision? 

Mr. Howse. | would think essentially so. 

Mr. Wuirren. In other words, you were designated at the outset, 
and have been working on this since it happened, since July 13? 

Mr. Howse. Yes. 
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QUESTION AS TO EFFECT OF EXPENDITURES BY STATES UPON 
REQUIREMENTS 


Mr. Wuirren. And I believe you stated earlier that this request 
for an appropriation of $400,000,000 represents your best judgment. 
Now do I understand correctly that you don’t know how much the 
States have spent up until now on this problem? 

Mr. Howse. Well, I don’t know actually. We have statements 
from them, but they are a continually recurring expense, and I am 
now getting for the committee a complete up-to-date statement. 

Mr. Wuirren. You didn’t have the benefit of that information 
in the preparation of this? 

Mr. Howse. No. I think essentially I knew as we went along. 

Mr. Wuirren. Do you know now what they will do, whether or 
not they will put up any funds in addition to what has been put up? 
I understood you to say that you felt some could have done better, 
and that their constitutions prevented them from making payment out 
of the State treasury to an individual or business. Do you know now 
what they will do? 

Mr. Howse. No, Mr. Whitten, I don’t. 

Mr. Wuirtren. Wouldn’t what they might or might not do enter 
into whether you would want to stick by this figure or to reduce it? 
Is this independent of what they might or might not do? 

Mr. Howss. This is independent of what they might do. 

Mr. Wuirren. If they did the whole job you would still want the 
$400,000,000? Of course they wouldn’t do the whole job, but if they 
did you would still want it? 

Mr. Howse. It is farfetched to the extent that it is beyond their 
capacities. 

Mr. Wuirren. Certainly it is, but what they would do would not 
be taken into account and this request would not be modified in pro- 
portion to what they did themselves? 

Mr Howse No, sir; because this request does not take into account 
any of the rehabilitation of any State or any public property 

Mr. Wuairren. You do recommend the indemnification of private 
individuals from the Federal Treasury. But now you say that you 
don’t intend to indemnify the State for what it may have suffered. 

Mr. Howse. Not on State-owned property. 

Mr. Warren. And you think it would not be bad to count on the 
State doing that for itself, do you? 

Mr. Howse. Well, we have a total of about $251,000,000 in public 
property that is hurt in that area. 

Mr. Wuirren. You think it would be right to leave that burden 
to the State? 

Mr. Howser. I think it would. And I will say that they are going 
to have a hell of a time—if you will excuse the language—over the 
years in absorbing that loss. 

Mr. Wuirren. There is no question of this being a terrible tragedy, 
but I have been somewhat disappointed in the purposes on which 
this estimate was apparently built up. Now are you familiar with 
the lending program of the Farmers Home Administration? 

Mr. Howssg. In a general way. 

Mr. Wuirren. Where does that program fail to meet your needs 
in the event additional funds are made available to that organization? 





70 


Mr. Howsks. I would say that the program is adequate if they have 
enough money. 


ADEQUACY OF RFC AUTHORITY TO MAKE LOANS 


Mr. Wuirren. All right. Are you familiar with the operations of 
the RFC lending program? Where does it fail to meet the needs in 
this area if the funds are made available? 

Mr. Howse. Well, the RFC have certain legislative restrictions on 
their authority. 

Mr. Waurrren. What restrictions are in your way? 

Mr. Howss. One, they cannot now participate with local banks in 
disaster loans, which means that if a loan is made on a disaster basis 
they must carry the entire loan themselves and must exclude the local 
banking agencies. I would like to see the local banks brought into 
the picture. I would like to see them participating to the extent that 
they can. 

Mr. Wuirren. Do you think that, if the RFC makes loans avail- 
able under its disaster-loan program, the local banks would be rushing 
in to take a part of the loan? 

Mr. Howse. Mr. Whitten, I lost out on that. Will you state it 
again. 

Mr. Wurrren. I understood you to say that if the RFC makes a 
disaster loan it takes the whole risk. 

Mr. Howse. Yes. 

Mr. Wuirren. You would like to see it modified so that the local 
banks could share in the risk? 

Mr. Howse. Well, I would like to see the premise of participation 
established. 

Mr. Wuirren. Now do you take that attitude toward RFC even 
though that is not the program with respect to the Farmers Home 
Administration nor is it the program with the FHA? 

Mr. Howse. Well, the FHA, insofar as I am aware, loans no money. 
They depend entirely on private lending which they guarantee on 
insurance. Insofar as the RFC is concerned—well, I want now for 
the record to say that their operations in this disaster area have been 
exemplary. I think it would have been difficult to improve them. 

Mr. Wurrren. I might interrupt there. Now how many applica- 
tions have you had to turn down because of limitations in your 
authority? 

Mr. Bukowski. None. 

Mr. Wuirtren. Not a one? 

Mr. Bukowski. No, sir. 

Mr. Wuirren. And you have interviewed 7,000 people? 

Mr. Bukowski. Yes—not for limitations of authority. 

Mr. Wuirren. Why have you had to turn them down? 

Mr. BuxkowskI. Some situations of credit. 

Mr. Wuitrren. How many have you turned down on that? 

Mr. Buxowsxk1. In the Kansas City area serving Kansas and parts 
of other adjoining States there were a total of 38 applications turned 
down. 

Mr. Wuirtren. I believe you stated you had approved 

Mr. Bukowski. 840. 

Mr. Wuirren. 840. You have some pending now? 

Mr. BuxowskI. Yes, sir. 
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QUESTION AS TO AUTHORITY FOR APPROPRIATION 


Mr. Wuirren. Now, as I understand it, this contemplates that 
$400,000,000 would be made available to you as an Administrator 
with a supervisory force, and you in turn would allocate funds to 
the Farmers Home Administration and to the RFC. Is that correct? 

Mr. Howss. I think the general thesis is correct, Mr. Whitten, 
except that I probably would not be the Administrator. 

Mr. Wuirren. I mean whoever is the Administrator would have 
control of the funds? 

Mr. Howse. That is correct.. And they would suballocate them to 
these agencies under general programs which they would approve. 

Mr. Wurrren. Now where is the authority in law for this committee 
to make this appropriation on that kind of a basis to an Administrator 
who could do as he pleases insofar as any law is concerned in the allo- 
cation of these funds, in the processing and approval of loans, and 
writing the terms and conditions under which they would be granted? 
Do you have any authority at all for making such grant of funds? 

Mr. Howsn. Well, I was asked by the chairman to furnish that, 
and I don’t know. 

Mr. Wuirren. I would have thought that prior to submitting this 
estimate you would have already imvestigated something about 
whether the law permitted it and the terms and conditions under 
which it was permitted. 

Mr. Howse. I believed the Administration attached to the message 
a suggested language of an appropriations act. And I think it was 
the hope of the Administration that this would be handled in one 
package. 

Mr. Wuirren. In other words, there is no authority now? 

Mr. Howse. Not that I am aware of; no. 

Mr. Wuirren. I noted your statement that with respect to the 
States there were prohibitions in their constitutions about paying 
out money to private individuals. Did you check the Federal Con- 
stitution to find out whether there was any such provision? Did you 
check it? 

Mr. Howss. I don’t know. 

Mr. Wuirren. It wasn’t your job to find out about that? 

Mr. Howssz. That is correct. 

Mr. Wuitren. Mr. Howse, I listened to your statement with 
respect to who you are and what you have done, and I have had occa- 
sion to see you before. I have come to think that you are a good 
public servant. But you tell us that we can’t even count on you 
being in charge of this program. We read in the paper about im- 
proper influence on the RFC, and I am sure that our friend down at 
the other end of the table wasn’t involved in that. But the present 
operation of the RFC is under a law that says they can do certain 
things and they cannot do certain things. But under this program 
the sky would be the limit. The administrator could give it to whom- 
ever he wanted, whenever be wanted to, and in any amount he 
wanted to, could be not? 

Mr. Howse. No; I don’t think that is the case, Mr. Whitten. 

Mr. Wuirren. If the money is appropriated, is that true or not? 

Mr. Howssr. No; it would be my suggestion—let me go back—— 
ug Wurrren. You prepared this and I am asking you what you 
lave here. 
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Mr. Howse. Let me go back and take the easy one first. The 
flood-insurance program I think probably is self-explanatory, and if 
we can agree on that 

Mr. Wairren. Maybe I am hard of understanding, but it doesn’t 
explain itself to me. 

Mr. Howse. It would have to be worked out in a regular program. 

Mr. Wuirren. Do you know that crop insurance has been going on 
14 years and they haven’t been able to make it self-supporting yet? 

Mr. Howse. They thought they had it pretty well worked out, but 
the—— 

Mr. Wauirren. Strictly on an experimental basis, and it is bogging 
down everywhere you look; and the coverage is now limited to only 
a percentage of the costs that go into an annual crop. The number 
of contracts in various counties is falling off. We stopped it, you 
know, because the Government’s loss was so great that we just 
couldn’t live up to it. And then it was reestablished on an experi- 
mental basis, and it showed some promise. But there are also many 
things which make you wonder whether it will ever succeed. 

Before you recommended this flood-control insurance did you have 
a long session with Mr. Geisler and go into his experience in dealing 
with crop insurance? 

Mr. Howse. I looked at the memorandum the Bureau of the 
Budget prepared on that subject. 

Mr. Wurrren. In other words, instead of you preparing it for the 
Bureau of the Budget they prepared it for you? 

Mr. Howse. That’s right. And conversely I can’t—I would be 
derelict in my duty if I didn’t point out that there is about $220,000,- 
000,000 worth of property in this country that is covered against 
hazard insurance. And I will say just as categorically as I know how 
to say it that the principle of flood insurance in my own personal view 
is completely sound and does lend itself——— 

Mr. Warrten. I had in mind a certain course I wanted to follow 
in asking questions. But since you brought that in—I sit in a Com- 
mittee on Agricultural Appropriations, and they found that in the 
crop-insurance program the only people who participated in the bene- 
fits were the sick ones. In other words, the fellow who would be in 
the high-risk area might be inclined to take it. But then the premi- 
ums would be equivalent practically to the loss, so that it would be 
better for him to take his own risk than the insurance. At least that 
has been the experience in the farm program. They have gradually 
cut the coverage down, and it is on an experimental basis. 

But we will get to that later. I did want to follow this a little 
further here. 

Now these questions might be misunderstood. This has been a 
terrible tragedy. I have seen those same things in other areas where, 
as you have pointed out, the damage in dollars and cents and other 
losses weren’t nearly so great, although the loss of life was greater. 

Mr. Howse. Much greater. 

Mr. Wuirren. In its appropriations the Federal Government did 
restrict itself to direct relief, did it not? 

Mr. Howse. Yes. 
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DIRECT RELIEF IN OTHER MAJOR FLOOD DISASTERS 


Mr. Wuarirren. What was the total direct relief in respect to these 
other major disasters? You referred to the flood of 1927 and +1937, 
I believe, for comparative purposes. 

Mr. Howse. I was asked this morning to get that for the rccord. 
I don’t have that available. 

Mr. Wuirren. The appropriation for direct relief was $25,000,000, 
and in addition during the period when it first happened the various 
agencies of Government were directed to throw their forces in there 
to meet this immediate emergency. 

Mr. Howse. They did that. I have these figures here now, Mr. 
Whitten. 

Mr. Wuirren. Yes. 

Mr. Howser. In the 1927 flood the Red Cross spent $174 million; 
and the Federal Government 

Mr. Wuirren. That was their own fund. 

Mr. Howse. The Federal Government spent $5,000,000. 

Mr. Wuirtren. What has been the Red Cross expenditure on this? 

Mr. Howse. And in the 1937 flood the Red Cross spent $25% 
million, and the Federal Government did spend, as nearly as they can 
reconcile the figures now, about $14,000,000. There were no direct 
appropriations. That was the trouble. Many of these agencies 
spent their own money—the Civilian Conservation Corps and the 
TVA and the Resettlement Administration and the NYA, and so 
forth. But at the present time the Red Cross has spent about 
$6,000,000. - 

Haven't they, Ray? 

Mr. Fo.ry. This report as of the end of August gives $2,825,000, 
but the report goes on with the work program and estimates in excess 
of $10,000,000 will be required. 

Mr. Wurrren. In other words, the Red Cross is living up to its 
very fine reputation for what it has done in the past in relieving the 
country. 

Mr. Fouey. It has done a marvelous job in this case and is under- 
taking to do a very considerable job in connection with rehabilitation 
of families on the basis of need. That is why I say it is difficult to 
estimate at this time what their total amount will be. 





NEED FOR BASIC LEGISLATION FOR INDEMNITY PROGRAM 


Mr. Wurrtren. Now we refer to rehabilitating and restoring and al 
those things. The point I want to make is that, insofar as this 
disaster is concerned, the Government has set out here to do what it 
did in these other disasters. I am not trying to say that the Govern- 
ment did as much as it should have in the other two instances or that 
this should end it here. But I do raise the question as to whether 
more thought should not be given to any proposal to go further than 
that. I think we should have more planning and more study of the 
regulations and provisions of law involved. 

Now you referred to what you plan to do here. As a matter of fact 
what you are going to do is make payments in terms of money; isn’t 
that correct? You are not going to open ditches or go out there and 
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clean off the land? In other words, your program here calls for an 
outlay of money to let the man do these things; isn’t that correct? 

Mr. Howse. In effect, ves. 

Mr. Wuirren. Has the man’s situation got anything to do with it? 
I am talking about the indemnification. Where a man has had the 
misfortune to lose his house and furniture and everything else, do you 
go into the question of whether he may have bonds or other property 
and is really in need of relief, or is it just going to be based on “How 
much did you lose?” and “Here is a check.”? Which is your 
approach? 


Mr. Howsr. Let me carry it a little bit further than that, Mr. 
Whitten, if I may. 

As I mentioned this morning, the rehabilitation of productive plant, 
to be quite candid about it, is the only thing in which we are interested. 
We are not interested in the man’s crops or his livestock, or household 
goods or personal possessions or inventory and so forth. 

Mr. Wuirren. But just say he loses his house. What do you 
contemplate here? 

Mr. Howse. If we take a particular case of a house owner, if he 
owns a house it is on a tax roll, it has a valuation some place. It 
may be high or it may be low, depending on his past honesty and a few 
other things. Again my own personal view on that is that if it is on 
a low basis then he is entitled to be rehabilitated on a low basis. 

Mr. Wuirren. You mean if he had a cheap house you would repay 
him for his loss? 

Mr. Howse. I mean if he had a cheap house but undervalued it 
on his tax assessment he ought to pay the penalty. 

Mr. Wuirren. I thought the tax assessor fixed the value of the 
property. But be that as it may. 

Mr. Howser. As the statement provides, this entire program in 
my opinion should be related directly to need. 

Mr. Wuirren. Well, is there anything in here that ties it down to 
need? I believe we said we haven’t any law on it, so if we haven’t 
I don’t believe there is any restriction on it. Is that your under- 
standing of it? 

Mr. Howse. There is no restriction that I am aware of in the 
suggested legislation. 

Mr. Wuirren. If you were to run it—but you don’t think you 
will—would you have such restrictions? 

Mr. Howse. In my personal view it could very well be written 
into the legislation, too. It ought to be tied to need, and each indivi- 
dual should make an application supported by tax certificates. 

Mr. Wuirren. Now, that is based on need. Then your figures 
under which this was built up were based on a spot check as to the 
damage, and you went into those figures and divided them according 
to how many of them could show the need and how many could not? 

Mr. Howse. Without regard to need. 

Mr. Wauirren. The figures on which this was built were without 
respect to need, but if you had it you were to stay here and run it 
you would have the need written in. Could you give me any idea of 
how much it could be reduced? 

Mr. Howse. It couldn’t be reduced much, because the people 
that were wiped out were not left with much. In the few weeks I 
have been all through that territory, on the ground, in the air, and 
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sometimes in the mud and water. I would say that by far the greater 
majority of the people that were wiped out have no other resources. 
If they had this kind of a program it*would make no sense to me 
whatsoever. eee 

Mr. Wuirren. Now, as I understand it, this disaster stretched 
for a thousand miles, and we have pictures here. And your state- 
ment is that practically all of the people affected had no means on 
which they could fall back to relieve this situation. 

Mr. Howse. By far the greater number of these people have no 
other assets whatsoever. 

Mr. Wuitten. Now you have stated that this is a departure from 
the practice followed with respect to the other floods. It is hard to 
ask this kind of questions at a time when you have had a disaster 
like this, believe me it is hard. I know that there is suffering out 
there, and we should do what we can to help. But this is a departure 
from the practice and the policy that the Government has followed 
in the past, it is in contravention of the constitutions of the States, 
and there is no present authority for it in law. The suggested lan- 
guage which has been recommended does not provide any restrictions 
or limitations on need. I am just asking you if you don’t think you 
should have taken this up with some legislative committee, and given 
further thought and study to the question of how far the Government 
should go before you make the kind of grant that is requested? I 
just ask you that. 

Mr. Howse. Well, I would like to answer the question in exactly 
the same spirit in which I am sure it was asked. And I say to you 
that the only possible justification for this approach in my personal 
view is the emergency need. If there wasn’t that need then I think 
there should be an orderly program developed over a period of time 
and applied wherever needed. 

Mr. Wuirren. What is the difference between the man that lost 
his house in this disaster and didn’t have any funds with which to 
pay for replacing it, and the man here in Washington that may have 
had the misfortune to have his house burn down and had no insurance? 

Mr. Howse. I think there is a very great difference myself. First 
of all 

Mr. Wuirrten. I think the need of the individual and the claim 
he may have on the Government for the place he has had the misfor- 
tune to lose is the same. Where is the difference? 

Mr. Howse. I think there is a very great difference in this respect. 
First, the flood was and still is beyond any measure of protection to 
the individual then and now. No insurance is available. He can 
insure bis home against fire and other hazards. He can likewise 
insure his business in the same manner. 

Mr. Wurtrren. Now, perhaps in some localities in rural areas you 
cannot find or could not find an insurance company that would write 
rural insurance for fire protection. What would be the difference 
between the loss here and the loss of such an individual who might 
happen to own a home that he lost by fire in an area where it could 
not be insured—and there have been many such areas—and there 
were many years when it was like that? Now, what would be the 
difference there in the Government’s obligation to repay the loss? 

Mr. Howser. I should say the principal difference—— 

Mr. Wurrren. I am talking about the individual. The fact that 
a person’s or a neighbor’s property might have suffered would not 
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affect his personal monetary loss. There would be two people with 
property of about the same yalue, who represented the same propor- 
tion of the wealth. One of the individuals lost his place because of 
a flood, and there were lots of other people who receive serious damage 
along with him, and the other was a fire in an area where you could 
not get insurance coverage? 

Mr. Howse. Well, so far as the individual is concerned, I don’t 
believe that I can explain that. 

Mr Wairten. Would you expect this program to reach individuals 
and the individual loss? You would, would you not? Don’t you 
think that it. would be better, if a departure from the past is to be 
made, that you do it under a general law, so that in the future we can 
treat all individuals alike, whether they are a part of a general disaster 
or whether it is just an individual loss which they have suffered? The 
point I am getting to is this: Under this proposal you can favor this 
one and turn that one down. You are not going to handle it that 
way, but the man who succeeds you might yield to the influence and 
include John Jones and Harry Smith, and exclude somebody else. 
What is there in here that would prevent that? Show it to me. 

Mr. Howse. I, of course, cannot show it to you. 

Mr. Wuirren. Well, you prepared it, and if you cannot do it, 
who can? 

Mr. Howse. Well, you know just as well as I do that I cannot show 
it to you. In the administration of a program, as you also know just 
as well as I do, you would have to have certain standards of measure- 
ment that would be altered to fit individual cases. 

Mr. Wuirtren. Yes; and the man who made the standards could 
make them or bend them or change them, couldn’t he? 

Mr. Howss. Well, certainly he could. 

Mr. Wuirren. He who can make them can break them, can’t he? 
I am just trying to point out the need for having some law, which we 
have under the present operations for the RFC, the Farmers Home 
Administration, and the Public Housing Administration. They op- 
erate within certain fixed limits. Now, I am not saying that you 
should not vary this, but shouldn’t you do it after a full and complete 
and thorough hearing, and decide how far we are going to go, and not 
leave it up to an administrator whom you and I don’t even know? 

Mr. Howse. Well, if you had time to do it that way, I think that 
would be desirable. I could not quarrel with you on that as a general 
Be ye : 

Mr. Wuirren. Well, you are talking about the emergency. Now, 
suppose Mr. Bukowski is right. He said that the thing is being 
delayed because the folks would not apply to the RFC because they 
think the Government might come in and give them the money. You 
interviewed 7,000 and you gave them blanks and only 1,200 filled 
them out and sent them in. ' 

Mr. Howse. The principal difficulty may be this, Mr. Whitten, 
that there are X thousands of people in the area 

Mr. Wurrren. Let me interrupt you right there. Let me tell you 
that Congress has tried to meet the emergency needs, and if further 
money is needed I don’t think there is any question but what they will 
agree to it. Now, I am discussing here the indemnification which is 
in the present estimate. My questioning is directed toward this 
departure from that which the Government has done heretofore and 
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I am trying to find out whether you should not set up, in law, certain 
rules under which it will be done, so that all will be treated fairly from 
here on, if the change is to be made. 

Mr. Howse. Mr. Whitten, could I give you two answers? I don’t 
mean to be evasive, but I just don’t know how to give you a better 
answer. 

The first is that I had assumed that if a flood insurance program 
was made available that there would not be another reoccurrence that 
would require this kind of treatment. I would hold no brief, personally, 
for indemnifying or helping in any way people who had not taken 
advantage of protection, any protection that might exist. 

Mr. Wuirren. Now, understand, if there is some way or some 
means by which you could make the fund available, goodness knows 
I would like to see everybody helped. But if you are going to change 
the policies of the Government, and I will admit that in plenty of 
places they ought to be changed, then it should be only after full and 
thorough hearings and with more information than has been given 
to us. And you ought to spell it out because under the terms that you 
now have you could give $20,000 to anybody that you wanted to in 
the areas and turn anybody else down, couldn’t you? 

Mr. Howse. Well, I think insofar as the law reads, and without 
regard being given for administrative determinations, you would be 
correct. But I would say this to you, I don’t want to preach religion 
here this afternoon, but I went into that area quite completely with 
my mind already made up, that there were going to be no grants nor 
any rehabilitation programs because | had had a great deal of pressure 
in that regard before I ever left here. I do not think that there is a 
man in this room who is as tough mentally as I would like to think I 
am, but you have, and I will state it as briefly as I know how to do so, 
as briefly as I know how to say it, you have an area that is 1,000 miles 
in length, right in the middle of the country, and you have got about 
71 or 72 billion dollars worth of defense orders on the books today, and 
there are more to come, as you know, It is my considered judgment 
that we cannot afford to have as large an area as this in the center of 
the country involving as much food production, among other things, 
as this area does. We cannot afford, for the want of $100 million or 
$200 million to jeopardize our present defense program. 

Now, that is just about as coldly as I can put it, and that is the way 
my mind works on this subject. 

Mr. Wurrren. Well, Mr. Howse, it is not pleasant sitting on my 
side of the table on a problem like this; but let me point out two or 
three things to you. Here we have the Farmers Home Administration, 
and the Soil Conservation Service, and the Corps of Engineers that has 
funds for the opening up of streams and the removing of debris, and 
the RFC which lends for disasters. 

Now, if you are really against indemnification, why is it you do not 
give those things a chance to work, and if they don’t meet it then come 
in with your proposal?) As Mr. Bukowski has shown, you are holding 
his program up, because they have the hopes of getting indemnifica- 

tion from you. 

On the other hand, if you believe in indemnification by the Govern- 
ment to citizens who have suffered these losses, and if you believe that 
is proper and right, goodness knows you are entitled to your opinion. 
Now, which one do you believe? 
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Mr. Howse. Let me clarify that, if I may. Suppose that Jones 
has an FHA loan on his house, I would like to ask you if there is any 
way that he could qualify for another loan, if he had a loan today, 
no matter how liberal it was? 

Mr. Wuirren. Well, if there is some change that Mr. Foley needs 
in his housing program, why should we give you the money and then 
have you give it to him? Do you know of any way in which you have 

ained sufficient experience to help him run his department, or to 

elp Mr. Bukowski of the RFC, or to help the Farmers Home Adminis- 
tration? 

Mr. Howss. I assure you that any one of the three could do a 
much better job that I could. 

Mr. Wuairtren. Well, don’t you think that we ought to have the 
proper committee change the law if it is to be done? According to 
a lot of people Mr. Foley has done a good job. 

Mr. Howse. Why don’t you give me a moment’s relief and ask 
him that question and see? I don’t see how you can broaden his 
authority so that he can take care of the fellow who already owes us 
money and whose property is gone. You cannot make a loan program 
available whereby he can ever repay those two loans. 

Mr. Wuairren. Well, I don’t know about that. I have seen lots 
of very successful people who have started off with an honest name 
and who were willing to work, who have just signed notes on nothing 
cs their own name, and have gone along pretty well. I have known 
that. 

I am not saying that that is what you should do here; but as you 
say, you don’t consider the need. The man could be worth a million 
dollars and get his $20,000 under this, insofar as your request is 
concerned. 

Mr. Howse. Well, let us take the average man. Let us say that 
he already owes $10,000 on an FHA loan and he works on a salary; 
vou can make any kind of liberal loan program available to him that 
vou and I both could concoct this afternoon, but he would not live 
long enough to pay off both indebtednesses. 

Mr. Wuirten. Might that be because of high taxes? 

Mr. Howse. Mr. Whitten, it could be for any one of many reasons. 

Mr. Fotry. May I say a word there, Congressman Whitten? 

Mr. Wuirten. Yes. 

Mr. Fotry. It is quite natural, in view of the activities in the hous- 
ing field, to think of an FHA type of insured mortgage loan as typical. 
As a matter of fact, I think you complicate the issue by trying to 
decide what might be necessary here on the basis of what might be 
possible to a readjustment of an FHA debt. 

The fact of the matter is that the policy that has been followed by 
the FHA in these areas over the vears has been not to insure, in most 
cases, in the exposed district. In other words, you have used sub- 
stantially the high-water line in the past, so that in this situation, as 
it develops, there are relatively few cases which would involve an 
FHA insured mortgage. 

As a matter of fact, in the several States, 402 is probably about an 
accurate figure, and it involves a relatively small part of the loss, 
and probably a still smaller part of the heavy individual loss, because 
they were not in the most exposed areas. 
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The VA situation granted loans for the Veterans’ Administration, 
is somewhat similar, although not the same. There are the figures 
we have indicated, and it includes about 700 cases. 

So you see, the great bulk of the homes that have been destroyed, 
or badly damaged, running into many thousands, to the extent that 
they have debt, have it under systems that do not have the direct 
governmental insurance, consequently it is difficult to draw a com- 
parison. 

What Colonel Howse is pointing out, and | think very properly, is that 
there is a very serious problem involved where, for instane e, in case 
of destroyed property which is gone, and there are some few thousands 
of those, or so badly damaged that they cannot be reconstructed and 
must be torn down, if there exists a heavy damage, then all the man 
has left is his vacant lot and his debt. If he has to completely recon- 
struct himself through further borrowing, he will have a total debt 
which, in the normal case of the type of people who mostly are affected 
here, which are relatively modest or low-income people, will present 
a serious question as to whether he can recoup. 

The problem as to how you should approach that is a separate one. 

Mr. Wuirren. Now, here is the thing that disturbs me, and again 
this is not pleasant. But this is a firm request here that has been 
prepared under the supervision of Mr. Howse with the approval and 
help of you folks, and in the first place there isn’t any authority in 
the law. The law authorizes this loan under the Farmers Home Ad- 
ministration, and it authorizes disaster loans from the RFC, and there 
are just a whole lot of things available but this appropriation, and 
what it is contemplated for, with the exception of increasing the funds 
available to the Farmers Home Administration, is not presently au- 
thorized by law. It is contemplated that we are, as a Federal Gov- 
ernment, to do that which these unfortunate people cannot do for 
themselves, or is it a case of the Federal Government trying to make 
them whole, insofar as it can do so, by paying them money? 

Now, what are you doing now? As you say, if you handled it, you 
would try to set up some basis of need, but you don’t have it here. 
It would have to be assumed that what you were trying to do here is 
to make the people whole as they were before this thing happened. 

Now, if that is to become a basic policy of the Government, to be 
the insurer to that extent, do you think that an appropriations com- 
mittee ought to appropriate $400 million and start us on that road 
without full consideration of the basic law? I might even say that 
this proposal has been submitted without close study, without knowing 
what the States are going to agree to spend, and ‘without knowi ing 
what they have already spent. Apparently some of the founders of 
the constitutions of the two States doubted the wisdom of cash pay- 
ments to people suffering losses because of the danger of the wrong 
people getting control and appropriating money to their friends. That 
is the basis for the thing getting into the Constitution. 

Mr. Howss. Insofar as I am qualified to express an opinion on an 
administration measure, Mr. Whitten, | would say that any protective 
restrictions that could be written—— 

Mr. Wurrren. Would be better in the law, would they not? 

Mr. Howse (continuing). Would be better i in the law. 

Mr. Wuirren. Well, | would certainly not dsagree with you 
there, in any sense of the word. We cannot afford to let this big 
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area stay out of production, and we need to do something to prevent 
a recurrence of these floods, but before we change the whole principle 
of government, personally I would like to see that matter studied a 
little more by the proper legislative committee. I believe you stated 
that there were 61 Government agencies that had something to do 
with trying to meet this need? 

Mr. Howse. Bureaus and departments. 

Mr. Wuirren. Sixty-one? 

Mr. Howse. Yes. 

Mr. Wuairren. What 61 are they? Can you give them to us? 

Mr. Howse. Well, I can give the committee a list. I think they 
are in your presentation already. 

Mr. Wuirren. I wonder if we can dig that out and get it in the 
record here. 

Mr. Furcoto. You might just as well put the alphabet in the 
record. 

Mr. Howse. On page 13 in my book. 

Mr. Wuirren. Well, don’t you reckon that is part of the trouble 
out there, having too many agencies involved? 

Mr. Howse. That may be so. I tell you, it would have simplified 
my job considerably had there been fewer. 

Mr. Wuirten. Now, back to this State proposition. With regard 
to most programs involving State aid, there is a formula set out in 
the basic law. Do you think that we should write in a formula, 
requiring the State to match funds, or do you think the State would 
not or could not? 

Mr. Howse. Well, it is my thought that the States cannot match 
the rehabilitation of individuals. It would certainly be my thought 
that there could be well included in there some sort of a formula 
whereby the States would match, on an over-all basis, any Federal 
money that goes mto the State. I would earnestly recommend to 
you that the total be considered, and not each program, because that 
will further delay and complicate the problem. 

Now, it would be possible for each State to have a constitutional 
convention, and maybe get their Constitution changed. I would not 
want to tell you that that was not possible. But it would be a highly 
improbable situation. 

Mr. Wuirren. Do you think if it is prohibited by the State con- 
stitutions, and they cannot give any money, then do you think they 
would help your agency if you were to provide the funds? Do you 
think they would do that? 

Mr. Howss. I think they would be glad to do that, Mr. Whitten; 
yes. I think that you could get a volunteer out there for that purpose; 
yes. 

Mr. Wuirren. Mr. Bukowski, with regard to your operations, how 
many of these loans do you feel you would have to turn down, without 
some modification in your present lending authority? 

Mr. Buxowsk1. It would be impossible for us in some instances to 
make loans for the rehabilitation of homes, where the existing ndebt- 
edness conceivably with the addition of new loans for rehabilitation 
would exceed the reasonable value of the property after rehabilitation. 

Mr. Wuirren. Are you familiar with the laws of Kansas and 
Missouri? 

Mr. Buxowsk1. Pardon me. 











Dt Re ar eae 


on 








rent 
iple 


ted 
do 


hey 
the 


the 


ow 
ut 


to 
»t- 
on 


nd 


Rie. 


: 
"4 


<i a a tad are Stee 





81 


Mr. Warrren. I know nothing about it, but are you familiar with 
the laws of the States of Kansas and Missouri and these other States? 
Does the holder of a mortgage have to look to the mortgaged property 
entirely, or does he look to the notes in addition to that, or do you 
know? 

Mr. Buxowsk1. I do not know. 

Mr. Fotey. It is my opinion that they would have recourse to the 
notes. 

Mr. Wurrren. Is that based upon having read it, or are you just 
guessing? Joe if 

Mr. boxer. My recollection is that I was so advised by the local 
people. 

Mr. Wuirten. That they are personally liable? 

Mr. Fo.tey. That they are personally liable. That is my impres- 
sion. 

Mr. Howss. And I can state that is correct. 

Mr. Fouey. There is a deficiency liability, I believe. 

Mr. Wuirren. You don’t think that it could be made by permitting 
you, where there was a disaster, to make a 100-percent loan? That 
would not cover the situation? 

Mr. Bukowski. Not 100 percent of the value, we would go 100 
percent of the current value, but that would not be enough. 

Mr. Wuirtren. Under the laws of those States, with a judgment 
on a man for his note, where he had built another house, wouldn’t 
his house be free from foreclosure on an open note? 

Mr. Fotey. I think he would probably be liable to the extent of 
his equity. I don’t think it would take precedence over the first lien 
created by the new loan. 

Mr. Wuirren. How is that? 

Mr. Fouery. If he was building on the same property, the same 
land, he would have an existing first lien unsatisfied. 

Mr. Wuirren. But that would not be true if you financed him on 
a new lot and a new house? 

Mr. Howse. Well 

Mr. Foury. I think his equity only in the new deal would be 
liable then. 

Mr. Howse. Well, he could not qualify for another house, could he? 

Mr. Fouey. Explain that just a little further. 

Mr. Wuirren. I am talking about changes in the present law so 
that he could qualify. 

Mr. Foutry. Well, to make the point clear, let’s take the FHA type 
of cases. As you gentlemen know, there is a matter of immediate 
action to help restore the housing torn down there which is, namely, 
what you have to do in the housing picture. Congress did, in amend- 
ing the Disaster Relief Act, amend the FHA Act so that we could, up 
to a certain limit of value, insure 100 percent loans for disaster victims 
in of course, the 100 percent provision is available in GI guaranty 

oans. 

Now, a great many people down there can avail themselves of that. 
Many of them, however, will have previously been tenants who will 
not have lost a house, but have lost a shelter, and there are no others 
available. And many of those, or I would have to assume that a good 
many of those that lost a house with a debt upon it, and still have the 
same relatively low income they previously had, may have difficulty in 
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qualifying under the mortgage credit examination as to their ability 
to make current monthly payments on a new 100-percent loan, That is 
where the problem gets itself clarified that the colonel is talking about. 

The dispositioy and authority to make a 100-percent loan, but still 
within the basic requirements of the Housing Act, forces them to 
have a reasonable assurance that they can pay the money back. 

Mr. WuirrEen. Doesn’t the question arise as to whether to keep 
these businesses going and keep them operating? That might be, 
in the long run, of more benefit than merely restoring the money to 
individuals. Which is doing more for the people in the area? Have 
you had a study of that, of the comparative values of the two? 

Mr. Howse. I would say first that the Treasury has estimated 
that it will lose about $250 million this year in income taxes from that 
area because of the loss of income from business. 

Mr. Wuirrten. I mean, the people out there are losing their means 
of livelihood if the businesses do not get back into operation. Doesn’t 
this program contemplate restoring business as much as it does 
taking care of every individual in his loss? I am wondering whether 
you could say that this is a better approach or whether more emphasis 
should be put on the business end of it? 

Mr. Howse. Well, I assume that we cannot make much of a dis- 
tinction between the business and the farm. It is essentially in the 
same category, I would think. If there was to be a distinction made 
between the business and the farm end combined, and the home end 
of it, it is a little bit like the chicken and the egg deal, the corner 
drugstore or the corner filling station, whose customers for blocks 
around are gone, even if he had the money today, he would not know 
whether it should be rebuilt or not until some kind of a program was 
established whereby his customers would come back. 

Mr. Wurrren. Mr. Chairman, with your approval I would like to 
ask that Mr. Waters for the Farmers Home Administration, and these 
gentlemen with the RFC and the Housing Administration, be prepared 
to tell the committee what changes would be necessary in present 
legislation, to permit them to meet this problem in their respective 
fields, if they have increased money for lending purposes, at the time 
they testify. 

Mr. Norrett. All right. 

Mr. Fotry. May I ask a question there, Congressman? 

Mr. Wuirren. Certainly. 

Mr. Forey. Obviously, particularly in housing, there is a wide 
variety of conditions. Does your question contemplate including a 
qualification that with such and such changes we could meet it to 
such and such an extent? 

Mr. Wuirren. I would not want to preclude you from giving your 
viewpoint. But the point that I am trying to develop here, and I 
think it ought to have the consideration of this committee before we 
go into this thing too far, is what we could do under the law rather 
than turning it over to Mr. Howse or his successor. Personally, I 
have observed Mr. Lassiter in his operation, and I think that he can 
run a disaster-loan program with his 18 years’ experience better than 
anyone else that hasn’t had that experience. 

I think that the RFC can run its part better than somebody that 
has not been in it at all. 
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I think that Mr. Foley can run the housing operation better than 
anyone who has not been in it. That 1s my own personal opinion. 
I believe that we ought to have some laws instead of leaving it to the 
whim of an administrator to play politics, or at least some people 
would accuse him of it. 

Personally then I feel we would get along better doing it that way 
rather than having these old-line agencies experienced in the field 
burdened with additional new agencies that they would have to get 
clearances from. That all comes from experience. In dealing with 
the housing program in the agricultural field, every segment of agri- 
culture wanted to get in on it. And so long as they were in on it 
you couldn’t get housing. But the minute you gave it to the Farmers 
Home Administration and pushed the others out, they went to work, 
and we are getting along fine. 

Speaking for myself only, and what action the committee will take 
I do not know, but personally I would like to have the information, if 
it meets with your approval. 

Mr. Norrext. Al! right. The gentlemen will try to supply it. 

Now, it is evident, gentlemen, that we cannot get through this 
afternoon. It is now 4 o’clock, and that is the usual time for suspend- 
ing, so if it is agreeable with you all, we will adjourn until 10 o’clock 
in the morning. 


THURSDAY, SEPTEMBER 20, 1951. 

Mr. Norrevyu. The committee will come to order. 

Mr. Whitten was engaged, when we recessed vesterday afternoon, in 
asking questions, and I will ask him if he would like to resume at this 
time. 

Mr. Wuirren. Mr. Howse, the Federal Government certainly 
should provide direct relief based on need, plus such rehabilitation 
loans as we have provided for by law through the RFC and the 
Farmers Home Administration, and additional money that might be 
necessary for those programs. But this indemnification, which is a 
departure from anything that I know of that the Government has 
ever done, and for which I do not know of any authority, is a different 
matter. I wonder if overnight you have found any legal authority 
for such indemnification. 

Mr. Howse. Well, Mr. Whitten, I have thought a great deal about 
your questions yesterday afternoon, and I would say to you in all 
candor that I would somewhat share your point of view if I knew any 
other way in which this problem could be handled. 

It boils down very simply to this kind of an equation or at least it 
has in my own mind as a result of my experience out there in the past 
6 or 7 weeks, and that is either these people are going to be extended 
help or they are not. If they are, the logical approach that occurred 
to me was to use a loan type of assistance wherever it is possible. 

Mr. Wurrren. Mr. Howse, I’m not arguing with you at all—— 

Mr. Howse. Let me finish if I may. 

Mr. Wuirten. Yes, sir. 

Mr. Howss. On the other hand, there are thousands of the people 
in that area who not only cannot qualify for any type of a loan pres- 
ently available, but a loan is not the answer because they simply will 
not be able to repay it. Their ability to pay existing indebtedness 
and a new indebtedness is nonexistent. 
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Mr. Wuirren. You are making some broad statements now. 
Under the disaster program of the Farmers Home Administration all 
you have to do to qualify is to sign a note if the Government approves 
your request. 

Now, what security is required by the RFC? I am just trying to 
find out wherein the presently existing programs have failed to meet 
the need. 

Mr. Howse. Well, I would suggest 

Mr. Wuitren. Have you studied those programs? 

Mr. Howskrg. Yes, I have. 

Mr. Wurrren. What does the agricultural program require other 
than if the man does not have 

Mr. Howse. I think the agricultural program might take care of 
many 

Mr. Wuirren. What is the RFC program? What does it require 
in a disaster situation? 

Mr. Howser. I think the agriculture program might take care of 
them to a certain extent if we do not appraise realistically their ability 
to repay the loan. Now, there is not a great deal of difference in 
my own point of view—I possibly can be wrong—between indemni- 
fying, as some kind of a production aid, and making a loan that has 
no possibility of being repaid. 

Now, with respect to the RFC, I think Mr. Bukowski is here, and 
I would like to defer both to Mr. Bukowski and Mr. Waters. 

Mr. Wurrren. I do not mind your deferring, but it does strike 
me that you should have conferred with them in working out this 
thing. But we will be glad to ask them about this. 

What is the present law with regard to the disaster loan program 
handled by the RFC? Is that a statutory loan? 

Mr. Buxowsk1. No. 

Mr. Wuirren. Mr. Chairman, would it be appropriate at this 
point to insert in the record the appropriate section dealing with the 
disaster loans in the RFC, and also with regard to agriculture? 

Mr. Norreiy. You can get any information you wish. 

Mr. Wnairten. I would like for you to point out if you can any 
difference between an individual who suffered the loss of his business 
in a big flood that covered lots of area, and an individual in New 
Hampshire or Mississippi or Arkansas or Kansas who lost his property 
on a little river where the flood did not cover over 200 yards. Would 
you contemplate that the indemnification would be made available 
to both individuals equally or what is your program? 

Mr. Howss. Mr. Whitten, insofar as the individual is concerned, 
his loss is his loss regardless of which one he is—in which flood he 
sustained it. I agree with you in that respect. 

Mr. Waurrren. This becomes a precedent if this is done. 

Mr. Howse. This becomes a precedent. 

Mr. Warrren. Would you figure that in doing this the Government 
would be committing itself from here on to indemnify anyone who 
suffered loss? 

Mr. Howsg. Personally I would not. 

One of the reasons why the flood-insurance program is recommended 
is that it would make unnecessary the same kind of thing in the future. 
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FLOOD INSURANCE 


Mr. Wuirren. What is it that you are asking of this committee 
on flood-control insurance? 

Mr. Howss. I think we are asking $50 million. 

Mr. Wuirren. Where is your program? 

Mr. Howse. There is no program presented. 

Mr. Wurrten. In other words, you are asking us to turn over to 
you $50 million to work out a program to suit yourself. We have 
no authority to do it—but forgetting that for the moment—you are 
asking us to give you $50 million and telling us, ‘“‘We will work some- 
thing out.” 

Mr. Howse. Yes. 

Mr. Wuitten. What position are you in with Mr. Wilson? 

Mr. Howss. I am Mr. Wilson’s assistant. 

Mr. Wuirren. Is that the way Mr. Wilson has been running his 
business? 

Mr. Howss. I think generally speaking; yes. 

Mr. Waitren. You mean the man who is the head of the agency 
that is putting out billions of dollars to enable businesses to enlarge 
and increase, and approving a quick tax amortization, which permit 
them to charge it all off in 5 years, it does business that way? 

Mr. Howssz. I would say to you the problem—you mean in the 
Government or in General Electric? 

Mr. Wuirren. Well, if he is half the man he appears to be he 
would give the same attention to the Government business as he 
would to his own. Do you mean there is a distinction between the 
way he spends money in his own business and in the Government? 

Mr. Howss. I think there is a very great distinction, Mr. Whitten. 
I would say the problem has a much greater leeway in the General 
Electric Co. than in the Government, and he is probably substantially 
more careful of the funds of the Government than he was in his own 
type of business. 

Mr. Warren. Not if he would approve $50 million with no more 
showing than you have made to this committee on the insurance 
program. 

Mr. Howse. I would say that a good many times 

Mr. Wuarrren. He would not do it. 

Mr. Howse. I would say it has been done in General Electric Co. 
just that way. That is the only way that I know of that you can get 

fast action on emergency programs. . 

Mr. Wuirren. Well, now, let us talk about the emergency. Do 
not misunderstand, and I will say again that the position I am taking 
here certainly is not a happy one, and I have had some experience in 
this kind of thing. When you try to operate the Government accord- 
ing to law, you get blasted and I have been blasted, and I am willing 
to be blasted again. But there is a most serious situation out there, 
and it is devastating, and I know what it has done to individuals 
there. But you are talking about an insurance program which is 
from here on out, and has not anything to do with what has already 
happened. 

Now, what is the emergency feature of asking us to give you $50 
million for an insurance program that you have not even studied, 
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when you don’t have a plan in the world. Now, if you run the rest 
of it like your request is here—I do not know what we are up against. 

Mr. Howse. Well, I would say to you then that so far 

Mr. Wuirren. You agree that the flood-insurance program for 
which you want $50 million is for the future and not for the past. 

Mr. Howse. I agree that it is not for the past, but I do not agree, 
and most emphatically I do not agree, that it is not an emergency 
program. 

I know of my own knowledge of the thousands of people that are 
holding up decisions either to rebuild or to move until they can have 
a decision as to whether flood insurance will be made available. I 
know of my own knowledge of the hundreds of large companies in that 
area who have patched up their facilities and who are now trying to 
make a decision. They are holding up their decision pending the 
availability of flood insurance as to whether they continue in that 
area or not. The result of it is—— 

Mr. Wuirren. I appreciate their disturbances. 

Mr. Howse. That there is kind of a creeping paralysis in that area 
that is beginning to accumulate a mass unemployment problem, and 
it is that kind of thing that we would like to avoid. 

Mr. Wurrren. Of course, this flood-control protection is in line, 
but don’t you think it would be better to approach it by correcting 
the cause rather than paying after the fact? After all, insurance is 
not going to do a thing in the world but give the man his loss back 
after he has lost it. Don’t you think the smart thing would be to 
go in there and strike at the cause and prevent the damage? 

Mr. Howse. Mr. Whitten, I will thoroughly agree with you on 
that score, too, but I know of no way—— 

Mr. Wuirten. You have not asked anything here for that, have 
you? 

Mr. Howse. We specifically have not, and I have specifically 
recommended that this program stop short of any long-range control 
measures which are, as you know, highly controversial. 

Mr. Wuirtren. How long-range is this insurance? 

Mr. Howse. I would hope this was a long-range propgsition, but 
I am speaking of flood-control measures. 

Mr. Wuirren. In other words, the reason you are not for the flood 
control measure is because it is long-range. But you are for the in- 
surance and it is long-range, so that the objection is not that it is a 
long-range thing. 

Mr. Howse. I personally am for flood-control measures, too, but 
I had assumed that it would be the better part of valor not to inject 
them into this program. They have been under discussion for many 
years, and I assume they will be for many years more, and by the 
time those problems are settled, this entire area will be lost to the 
defense production program altogether. 

Mr. Wurrren. Now, Mr. Howse, it is agreed here that there is no 
authority for this committee to appropriate the money. You would 
have us appropriate it anyway, notwithstanding the fact that there 
is no authority in the law for it. If we did appropriate the money, 
and there were a law for it, but somebody wanted to use it contrary 
or without anything in the law authorizing you to do it, would you 
do it? 

Mr. Howse. I think you know very well I would not. 
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Mr. Warren. Allright. If you were on this committee and there 
was no authority in law to pay a most deserving citizen who had lost 
his property, would you do it? 

Mr. Howse. Now, Mr. Whitten, you know very well that I can’t 
answer that kind of a question. 

Mr. Wuirtten. I just want to know if you are asking me to do what 
you would not do yourself; that is what I want to know. 

Mr. Howse. I cannot answer that kind of a question. 

Mr. Wuirren. Without saying that you would not. 

Mr. Howse. If you want to say to the Administration that they 
should set up a different kind of law and have a legislative hearing and 
come to the Appropriations Committee for appropriations, that is your 
prerogative; I can’t say that to the Administration. 

Mr. Wutrren. I am not saying anything to the Administration 
I am saying that back through the years lots of our forefathers have 
felt that it was extremely dangerous for any Government to have the 
authority to issue a check to individuals or companies’ It was 
recognized by Kansas and Missouri in that their constitutions pro- 
hibited it. 

We went through that in the reconstruction in Mississippi, and we 
had that kind of a legislature, and they did issue checks to their friends 
promiscuously. 

Now, that is not what you intend to do, and do not misunderstand 
me; I am not charging you with doing it. I know that is not what 
you intend to do. But this terrible tragedy which you have seen has 
affected you, and it is natural that it would, to the point that vou 
may have forgotten that there are certain basic things if Government 
is to last that we have to think of. One of them is that a legislative 
body just cannot issue from the Public Treasury at its whim. 

Now, you have already told us you do not intend to administer this. 
We cannot even count on what we have learned of you. Somebody 
else will do it. Certainly there is no question but that this committee 
and this Congress means to do everything in the way of direct relief 
that we possibly can, based on need. 

The governmental agencies have all moved in and done everything 
that they know to do. If there is something further that they need 
to do, wherever legally authorized, we certainly should supply the 
money. But, before we embark on this proposal for 400 million dollars, 
I think it ought to go before a legislative committee and be gone into 
most thoroughly; and there ought to be some thought of what would 
happen in the future. If we believe that this Congress would not. 
misuse it, we might give some thought to whether somewhere alone 
the line somebody else might. Don’t you agree with that? 

Mr. Howser. Mr. Whitten, I do not disagree with you generally 
at all, and I would say to you very candidly that if this were probably 
not the greatest single emergency in the history of this country J 
would not appear before this committee recommending any unusvs! 
approaches or departures from established custom. 

Mr. Wuirren. Now, the Congress ought to do everything that it 
can so far as the emergency goes. However, this request is for the 
rehabilitation from here on out, if I judge it correctly. 

Mr. Howse. If I may say, in my opinion, that is all part of the 
emergency. J cannot get away from this in my own thinking, and 
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I can appreciate the problem that we debated a moment ago, and I 
want to assure you 

Mr. Warrren. I know your intentions are good; I know that. 

Mr. Howsnz. The fact remains that this is very simply what was 
in my own thinking: Disregarding entirely the humanitarian problems 
involved, which, as I said yesterday, we are not concerned with at 
this moment, the fact remains that we are at war in Korea today; 
we are preparing to defend ourselves elsewhere in the world. We 
have a seventy-odd-billion-dollar defense program on the books. 
We have 50 or 60 billions more coming up. We simply cannot afford 
to have so large an area, in the center of this country, lying prostrate 
for any length of time. Now, it is just that simple. 

Mr. Wuirren. You are basing your request on that then rather 
than the matter of individual need. 

Mr. Howssg. I would say almost entirely on that basis, and I 
would say this to you further—I mean this reply directly in the spirit 
you directed the question yourself at me, in the most friendly manner— 
if you or anybody on this committee knows a better way to get these 
people off their knees in a hurry, I will settle for your program, 
because if there is a better one I would like to see it. We have not 
been able to discover one, frankly. 





RFC ACITIVITY IN FLOOD AREA 


Mr. Wuarrren. Mr. Howse, I think the perfect answer to what you 
have said is this: The RFC has interviewed 7,000 people under their 
disaster-loan program, where the loans are made with virtually no 
security when a disaster has occurred; and, of the 7,000, only 2,500 
have shown enough interest to ask for applications; and, of the 
2,500, only 1,200 have sent them in. Of the 1,200 that have sent them 
in, only 34 have been refused. Apparently, from your own presenta- 
tion here, what we do have in Government will substantially meet the 
need now in direct aid and relief. But you come in here and ask for 
$400,000,000, which, according to the justification before us, you 
could use indiscriminately without regard to means and could 
- indemnify by Government check a person who may have 2 billion 
dollars’ damage as readily as one who lost everything in the world he 
had. There are no strings on it; there is no law for it; there is nothing 
controlling it; there is no limit to it, and you cannot even give us your 
assurance that it will be handled right, because you tell us that you do 
not think that you will be the man who will handle it. 

Now, goodness knows, it is a terrible thing for you to ask us to do 
that, and I am seriously disturbed to find that Mr. Wilson in any 
bs 2 runs his business in this manner. 

think that is all, Mr. Chairman. 
Mr. Norrexu. The gentleman from Massachusetts, Mr. Furcolo. 


SUMMARY OF PROPOSALS 


Mr. Furcoto. Without indicating in any way whether I agree or 
disagree with your reasoning for it, I would like to get clear in my 
own mind, if I can, your general position. 

From what I have been able to gather by sitting here, it has been 
my impression that you feel there is a need to have this money as 
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quickly as possible, and the reason for it seems to be, as you have 
just mentioned, the fact that it is unthinkable to let such a large 
segment of the economy, having to do with our military situation and 
our industrial situation and our agricultural situation, be in that 
position without immediate help. In addition to that, there is, of 
course, the natural feeling on the part of everyone to help someone 
who has been injured. 

Then, in general, you are not concerned too much with the techni. 
calities of how you get the money, whether it is from this commitiee 
or some other committee, whecher there is authorization or no author- 
ization; but you are interested in getting the money as quickly as 
possible to complete a job that you think should be done. 

I also gather from what you have said that you more or less take 
the position that you do not know ail the steps by which you are going 
to do it, but that we are to rely in large measure upon the record in 
Government and private life Mr. Wilson has achieved, so that we 
will have some assurance that the program is being carried out 
properly. 

I also gather that you realize that this may be establishing a 
precedent, and that also there may be some waste of money, but that 
in general your position is the country cannot afford at this time to 
hold up this program even if it means that there is a risk of establishing 
a precedent or that there may be some money spent in a way that it 
should not be; but that basically, for the reasons you have mentioned, 
you feel that it is imperative to get this money as quickly as possible 
to do the job and then run the other risks after that. 

Is that your position or have I misunderstood it? 

Mr. Howse. Mr. Furcolo, I think essentially that is my position. 
A pecs like, if I might, to delineate it a little more in detail for you, 
if I may. 

First of all, I think this committee should disregard either Wilson 
or Howse or anyone else. Human nature is frail and life is short, 
regardless of either Wilson or Howse in the references this morning 
which I appreciate personally. But I think whatever is done should 
be done having in mind the administration of Mr. X, whoever he 
may be. 

he recommendations that have been made to this committee are 
recommendations that have been made after our considered judgment 
was obtained, and they are the best solution that we know of to an 
almost insoluble problem. 

I would say to you categorically that speed is the principal factor. 
I cannot say that it is almost the sole factor, but I would say 90 percent 
of the need at the moment is for speed in help; and, if help is not forth- 
coming quickly, I would advise this committee in my own personal 
view to disregard entirely the production-aid or indemnification- 
feature part of the program. 


NUMBER OF PERSONS DISPLACED BY FLOOD 


Mr. Furcoto. You mention in one part of your testimony that 
there were 385-000 people displaced. That had reference to people 
rather than families? 

Mr. Howse. That had reference to individuals, or people. 
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Mr. Furcoto. Then, in one part of your testimony, or maybe it 
is the part that I read in your summary, you said that figure referred 
to the peak. At the time your summary was written, I think, there 
were only 15,000 families who were displaced. Do you know what 
the situation is at the present time, or can you give us some rough 
uess? 

. Mr. Howse. I would say that essentially the figures given in the 
presentation are in effect at the present time. 

Mr. Furco.o. They still prevail at the present time in all prob- 
ability? 

Mr. Howser. They do not reflect thousands of people who are 
living with relatives or friends or some other temporary arrangement. 
Again, those figures are pure guesses, however; and, while they have 
some basis in fact, they are conjectures, and I would have no way of 
knowing the amount of people involved. 

Mr. Furco.o. You spoke 

Mr. Howssr. I would like to come back to the question of speed for 
a moment, if I might. 

Mr. Furcoto. | am sorry; I did not mean to interrupt you. 





FOOD LOSSES IN THE FLOOD 


Mr. Howse. There are certain known factors in the situation today, 
and they are factors that do not require my expression. I think they 
are self-evident. 

One is we have lost a tremendous amount of food from our 1951 
production. We are expecting the farmers to produce an increased 
amount of food next year. We will have an increased population 
next year; we wi'l have an increased need for food next year, both in 
this country and abroad. 

The farmer is tied to the season. There is nothing you or I can do 
about that. There are hundreds of thousands of acres in this area 
still lying under trapped water; a tremendous amount of land under 
river sands and gravel from 2 to 8 feet in depth, some of the most 
fertile land in this country. 

Now, the land that is 8 feet under sand and gravel, in my personal 
opinion, is gone. I have been there with agronomists from the State 
agricultural colleges from that entire region, and with the Soil Con- 
servation people from the Department of Agriculture, and at the 
present time no one is able to figure out what can be done there. 

The land that is only 30 inches deep under sand and gravel probably 
can be reclaimed, but my point is—and those of you on this com- 
mittee that are farmers will know that—unless this land is worked 
yet this fall before frost—and the best you have got is about 30 days 
away—that land will not be productive next year. I personally am 
charged in Wilson’s office with the agricultural program, among 
others, and I cannot see any possible course not being worth the 
price to prevent that loss of production for next year. 

I can very easily see food rationing in this country next fall, and, 
if we should happen to have a crop failure next year, I can virtually 
guarantee you food rationing. 

Now, we have no grain surpluses in this country today, and the 
agricultural people can tell you that better than I can, but as of this 
moment there is about a 90-day corn supply; there is about a 250- 
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million-bushel wheat supply as compared to a 500-million-bushel 
normal supply; and, in my own considered judgment—and I’m not 
an expert on floods, but I have been in top-level planning positions 
for mobilization purposes for some 10 years—the narrow margin 
between plenty of food in this country and a food shortage is a very 
narrow margin indeed, and I cannot imagine taking chances with 
that food supply. 

Mr. Furcoxo. I wanted to ask you a question on a different point 
if you have completed that. 

Mr. Howssr. Certainly. 

Mr. Furcoto. If you had not completed it, go ahead. 

Mr. Howser. No; it is just the kind of thing I can talk on for a 
long time. 

Mr. Furcoto. I do not mean to shut you off in any way at all. 

The other day you referred to some figures that, I gathered had 
been compiled by an OPS economist working with the local commit- 
tees, or something of that nature. 

Mr. Howsr. Yes. 

Mr. Furcovo. I do not want to have my question interpreted as 
any sort of reflection on the economist» you mentioned. I do not 
even know the man. He may be the best in the world or the worst; 
I have no way of knowing. However, it seems to me that for some- 
thing of this magnitude, no matter who the economist might be, that 
had not been very much of a survey. I am interested in knowing 
whether you are simply passing along to us what some economist 
of the name you gave says or whether you, in your organization, are, 
in effect, saying, ‘‘We are passing this estimate along to the committee 
as our own best estimate of the situation.” 

In other words, I want to know who we are going to hold respon- 
sible on this. Are you willing to stand by what the economist said? 
Or are you merely passing along to the committee what some econ- 
omist says? 

Mr. Howse. I welcome the chance to clarify that point, Mr. 
Furcolo. The figures, insofar as I am aware today, are the best 
figures available outlining this disaster. I could get you better 
figures, but it would take me 3 or 4 months more work to get them. 

I honestly do not think that a more complete survey—and they 
are being made, both by the Corps of Engineers, the Federal Reserve 
people in that area, and any number of private groups, Dun & Brad- 
street, and so forth—my personal opinion is that these figures reflect 
the best honest judgment of all the figures that are available at this 
time. 

Mr. Furcoto. In other words, do I understand correctly that 

regardless of how you arrived at the conclusions, you are willing to 
present this estimate as being the estimate from your agency? 

Mr. Howser. That is correct. 

Mr. Furcoto. You may have answered this before, but you spoke 
of, for example, trying to rehabilitate a production plant, as I recall 
your testimony. ‘Does the program contemplate something like 
that? 

REHABILITATION OF PRODUCTION PLANTS 


Mr. Howsr. The part of the program that has to do with $190 
million is geared toward the rehabilitation of productive plans, 
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that is, home, farm or business, in the rehabilitation of the physical 
plant itself, not the inventories, not the receivables, not the crops, 
not the personal possessions. 

Mr. Furcoio. The physical plant itself. 

Mr. Howss. The physical plant itself. 

Mr. Furco.o, Here is what I want to find out. Assume that some- 
one has such a plant, and using an arbitrary figure, assume the value 
of it was $2,000 as it stood there. But to replace that physical 
structure, would you agree that it might well cost several times that 
amount, for example, $10,000? 

Mr. Howsr. I would say it would probably cost more. 

Mr. Furco.o. Probably would. 

What I am interested in knowing is: Does the person get the $2,000 
which represented the fair value of that physical plant as it stood 
there or does he get the $10,000 which represents what he would have 
to have in order to be back in business again, so to speak? 


SETTLEMENT OF INDEMNIFICATION CLAIMS 


Mr. Howser. I should say primarily—and this is a tough one to 
answer because it depends on a number of factors, but primarily— 
the rehabilitation part of the program would have to be tied in some 
manner to the tax valuations, and on the existing value of the struc- 
ture and not the reproduction cost. 

Mr. Furcoto. If that is so, in effect, you do not carry out your 
program, I would not believe, because, for example 

Mr. Howse. We do not entirely, but it is not intended—can I 
work this backward for you now in my thinking? 

Mr. Furcoto. Yes. 

Mr. Howse. I would say to you today that if a liberal loan was the 
sole answer to this man’s problem—the flood victim—the thing to do 
would be to make him a loan of some kind if he had a reasonable 
chance of repaying it. 

The rehabilitation program is to take care of the people whose 
problem a loan will not answer. If you can get him into a certain 
position where you can make him a loan, then I think probably you 
will have to do both things for him. 

Mr. Furcoio. Take me, for example, assume I am out there. I 
had a little plant that, as it stands there, is worth $2,000 whether that 
figure be taken on the tax records or any of the records that you want 
to take. 

I am making a living on that, and that is all. Now, that is one 
thing that is gone. To put that back into the same physical condi- 
tion, or to put back the same physical structure, is going to cost 
$10,000. I am not in a position where I can get a loan. 

Do I get $2,000, in which case I cannot put the structure up, or do 
I get $10,000? 

Mr. Howse. Well, in the first place, you do not get 10—you might 
get 2; and that 2 might put you in a position where a long-term loan 
would enable you to rebuild your plant and get started. 

Mr. Furcoxo. I can follow that; but assume it does not. 

Mr. Howse. Well, you are then in the category where I do not 
know if we can stretch much further for you. 

Mr. Furcoxo. Well, do I get $2,000 or do I get nothing? 
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al Mr. Howse. You will get the two. 

8; Mr. Furcoto. In other words, do I understand correctly that a 
person in that situation will get a couple of thousand dollars in cash 
even if it is not sufficient to enable him to put back the physical 

. structure he had. He is still out of business, but he still gets the 

C- E $2,000? . ; ica , 

ee F Mr. Howse. I do not think any part of, your indemnification will 

al 3 put anyone in that area completely back in the position he was in 

at before the flood. . 

3 In the first place, the amount of his claim would be discounted a 
3 certain percent in accordance with a sliding scale. 
a In the second place, it is tied to the need, and he would only get 

0 a about as much as he would need to put him in a position where a 

rd ¥ long-term loan would help him out. 

ce Mr. Furcoto. I realize the difficulty and I do not say there is any 

] solution to it, and certainly I do not have one, but what I am trying 
to get to is the situation. I am sure there must be many instances 
where the program contemplates replacing physical structures, which 

7" might be worth as much as they stood there, only $2,000, but to 

if replace them it would cost, say, $5,000 to $10,000. There must be a 

a great many situations like that, and I was just wondering what policy 

rm you intended to follow. 

Mr. Howssz. Well, I would say to you that we would have no 

Ve intention of improving a man’s preflood position, shall we say, and ] 

4 cannot imagine that any part of this program would even put him 

I E back in the same position he was in. 

E Mr. Furcoto. I see. 
7 Mr. Howssz. The best he is going to get out of this deal, assuming 

i. 9 the whole thing was available this morning, would be a less favorable 

io } position than he had before. 

le | : Tea Sa eaten 

4 COMPROMISE OF INDEBTEDNESS 
KS 

"ia 3 Mr. Furco.io. You also spoke about creditors, and there was some 

in 3 mention made that there would be indemnification only if there was 

a : some sort of a compromise of the indebtedness. Did I understand 

Fi that correctly? 
I Mr. Howse. Yes, sir. 
at : Mr. Furcoxo. I understand what that means, but, as a practical 
nt 4 matter, trying to work it out, how do you work it out? Do you have 
q a committee that goes and sits down with the person to whom the 
ny : money is owed? Do you explain to him that you are going to give 
li- 3 some money to the man who is injured, only provided he compro- 
st ’ mises and agrees to take less on his claim, or how do you work it out? 
4 Mr. Howse. Well, as I told the chairman yesterday, there is not 
do : any basis in law that I am aware of that would require a creditor to 

“A ‘ compromise his claim. 


Mr. Furcoxo. | do not think you could make him; but do you try 
——— to get his voluntary cooperation? 

; Mr. Howse. On the other hand, to me it presents no particular 
practical difficulty. The entire claim and the payment of the claim 
is predicated on the acceptance and compromise by the creditors, and 
I would think that 90 percent of the creditors would automatically 
go along. 








94 


Mr. Furcoto. I agree with you. 

Mr. Howse. You might have to work on the other 10. 

Mr. Furcoto. I agree with you. I used to practice law, and I 
have had cases where doctors’ bills and so on might run to $3,000, 
and the insurance company would only settle for $500, and the in- 
jured person would not accept the settlement unless all the doctors 
agreed to cut the claims proportionately. Usually if they thought 
it would be better to take 5 cents than to take nothing, they would 
do it. But that involves the lawyer handling the case usually having 
to go around the seeing the doctors and working it out. You cannot 
make them do it anymore than you can here, but what I am trying 
to find out, what are the practical mechanics by which you intend 
to deal with these people. 

Do you intend to work out something like that? What do you do 
if they will not go along with it—then the injured person does not 
get any money from it? 

Mr. Howse. Well, I do not imagine that there will be many of 
those cases, but let us assume that there are. If those people have 
to fall by the wayside, we will still have taken care of a majority of 
the cases. 

Mr. Furcoto. In other words, what you are not doing is you are 
not going to build up someone who has been hurt only for the benefit 
for some creditor some place else who has not been injured by the 
flood. 

Mr. Howse. That is correct. 

Mr. Furcoto. I mean, that is going to be your policy? 

Mr. Howse. We assume that the creditor got wet as well as the 
debtor, and is entitled to be dried off in about the same manner. Of 
course, that works both ways, too. 

It doesn’t permit the debtor to collect some kind of a payment to 
buy a new car and drive it to California and leave all of these debts 
unpaid, and leave his position unimproved, shall we say. 

Mr. Furcoto. You have a problem there. I do not know how I 
can work it out myself. 


LIBERAL CREDIT CONDITIONS 


On page 6 of your summary you have the statement: 


Once the home owners, farmers or contractors have been placed in the position 
where they can use liberal credit, such credit should be made available— 
and so on. 

Now, Mr. Whitten touched somewhat on this same point. I made 
some notes as you were testifying about it. Take the case of a man 
who has been damaged. Assume he has an FHA loan and a VA 
loan or any other loans that are there. Now he apparently needs a 
loan from you people, and you are wiling to give it to him once he 
has been placed in the position where he can use liberal credit. 

Suppose my house is gone, but it had an FHA loan or a VA loan, 
and I am there, and I want to get placed in a position where I can 
get the loan of you. What do I have to do to get placed in that 
position? In other words, do you have some system whereby you 
are going to get rid of the VA loan or FHA loan? How do I get 
placed in the position, is what I would like to know. 
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Mr. Howse. Well, your alternatives are limited at the present 
time, as I understand. Yeu can go through bankruptcy and wipe 
out all your indebtedness. I do not think any of us would recom- 
mend a mass bankruptcy in this section of the country, which certainly 
is one of the alternatives. 

Second, you cannot qualify for any kind of a loan today with all 
that existing indebtedness hanging over you. You are not eligible 
for any kind of an FHA loan, and I do not think the RFC can take 
you, by any stretch of the imagination either. The extent to which 
Farmers Home could handle you, if you were a farmer, I think is 
probably open to some debate because they can go into a 33-year 
deal if they have to, but even there I am sure you would have some 
trouble. 

The purpose of this program is to in some manner clean up your past 
indebtedness so that you can be eligible for a loan through one of the 
three agencies. 

Mr. Furcoio. How do you do it? We have already excluded the 
bankruptcy. In other words, I am standing in the mud here and I 
have no home. I have no money. I owe the VA or the FHA. I 
now come to you and I want some money, and I say, “How do I get 
myself in a position where I can get it from you?”’ Bankruptcy is out. 

Mr. Howser. We do it by indemnifying you for your loss or a certain 
portion of your loss and, at the same time, take a compromise of your 
debts or of your creditors. 

Mr. Furcoto. You go to the VA and FHA and ask them to 
compromise? 

Mr. Howse. In this general case yes. 

Mr. Fotey. May I interject there to say that you would not do that; 
you would not pursue that course in either the VA or FHA, except in 
a direct loan, where those agencies are the direct creditors. 

We have guaranteed the creditors. The compromise would have 
to be with the lender of the private funds involved in the first instance, 
except that there was a foreclosure and the property tendered to the 
Government insurer, which would create a quite different set of 
circumstances. 

Mr. Furco.o. In other words, I am a veteran, and I have a home. 
I had a loan from a bank. The Veterans’ Administration has guar- 
anteed that bank loan, and I am going to pay it back again. The 
house is gone now in this flood. I go to you people and cannot you 
give me some—by “you people” I am referring now to Mr. Howse’s 
agency—and they cannot give me any money at all to get myself 
back in the situation in which I was, without first straightening out 
the bank. Is that the situation? 


FHA AND VA INSURED MORTGAGES 


Mr. Foutry. That would be the situation, as I pointed out yester- 
day, it is perhaps misleading and confusing in this basic problem to 
attempt to resolve it on the basis of what either the VA or FHA 
would do, since they are a relatively small part of this total picture. 

As I pointed out yesterday, the survey indicates 402 houses in the 
entire area which carried insured mortgages, for the reason that the 
policy in the past prevented insuring in these exposed localities. 
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The VA had about 700, according to the best figures I can get at 
this time, and that is all types of damage. 

Actually, according to the figures, it represents a very small part 
to the total sum of loss, something like in the FHA cases of a half- 
million dollars of estimated damage; in VA damaged, something like 
a million two hundred thousand, or, in other words, less than $2 million 
of this whole situation represent cases that would be involved in either 
of these guaranteed or insured programs; and there again a relatively 
small part of it probably a total loss, so what you are concerned with 
in the main is not the peculiar technical problems that are involved in 
the insured or guaranteed loans, but the general loans that relate to 
debts of this type. 

Mr. Furcoio. That is what I am asking about. I used FHA and 
VA as illustrations because that had been mentioned in the testimony, 
but that is not the point I am driving at. The point I am driving at 
is when a man does owe some money on his home he owes it to some- 
one, whether it is the bank or someone else. The home is gone, and 
he goes to you people for money. You have this statement printed 
here that you can give it to him once he has ‘‘ been placed in a position” 
where he can be granted the loan. I am interested in knowing what 
does he have to do to be placed in that position. What do you people 
have to be assured of before you can grant it to him? Does the bank, 
or whoever has loaned him the money, have to give a release and say, 
“Okay, we will close this out.”’ 

Suppose they do not do it? I would like you to take one case and 
follow it through so that I can get some idea. 

Mr. Howser. Well, this is, of course, an administrative procedure 
that is not developed at the present time; so I would say that if you 
were the victim, Mr. Furcolo, as you suggested a moment ago you 
might be, and you went to your local bank and you filed a claim which 
if you were a farmer, would be handled by the Agricultural people, 
otherwise it would be handled by the RFC, you would attach to that 
claim either the originals or the duplicates of your tax receipts, and 
would fill out some kind of a generat rating statement that would 
establish a means test so that it would be quite obvious if your assets 
were less than your liabilities and that you were in need of this 
payment. 

In the event that you had indebtedness you would attach an agree- 
ment which could be a form furnished you with a claim blank, you 
could attach an agreement from your creditors to receive certain 
payments and discharge your debt in full. Now, it seems to me that 
that kind of an administrative procedure might very well be followed. 

Mr. Furco.o. That is about as far as you can go on it at this stage 
of the game anyway? 

Mr. Howse. That is about as far as I could go, because I would not 
know until we tried a few of them what else we were faced with 

Mr. Furcoxo. I am not trying to press you, I’m just trying to 
find out where we are at the present time. 

Now, you mentioned some place or other that the Federal Govern- 
ment cannot do anything for the area that lies directly in the path 
of the disaster. Is that correct, as to my recollection of that state- 
ment? 


Mr. Howss. I do not think it is. I think what I said was that the 
Federal Government——— 
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Mr. Furcoto. I just took notes roughly. 
Mr. Howse. In my opinion the Federal Government should not 
provide financial assistance to rebuild in areas that are exposed to a 
recurrence of this same problem. 

Mr. Furcoto. That is what I am driving at. 

Mr. Howser. Now that does not mean that the entire areas that 
were flooded should be abandoned. There are parts of that great 
area that have under ordinary conditions adequate flood protection. 
There are other parts of it that never should have been built on in 
the first place, and in my opinion never should be rebuilt again- 
There are areas that are completely exposed, and for which existing 
flood-protection works never were designed for protection purposes. 

Mr. Furco.io. That is somewhat I was driving at because it 
occurred to me that if you are going on that principle you would not 
be able to do anything at all in any part of the area. 

Mr. Howser. That is right. 

Mr. Furco.o. But what your policy apparently is going to be, as I 
understand it now, is this: That there may be some sections there that 
were damaged by this flood but, in general, there are sections that 
it would take a disaster of such magnitude to hurt, and there are 
other sections that are susceptible to flood damage. 

Mr. Howse. That is correct. 

Mr. Furco.o. And those that are susceptible, the greater risk, you 
are not going todo much for. Those, by and large, that are considered 
fairly safe, you do consider helping. 

Mr. Howser. That is correct. 


ASSISTANCE FOR SMALL-BUSINESS MEN 


Mr. Furcoto. I see. I did not get it before. 

I just cannot go along with one statement you made, and I am 
frank to say | know nothing whatever about it, but on the face of it, 
it does not seem to be correct, and that was your statement that the 
small-business men out there, as I understood you to say, are simply 
not doing anything. 

Mr. Howse. | think for the most part that is correct, Mr. Furcolo. 

Mr. Furco.o. If that is correct it is quite a surprise to me; and, 
in addition to that, I assume you are going along on the theory of 
helping those that are trying to help themselves. 

Now, maybe there is not anything they can do to try to help them- 
selves, but it does seem to me if they are not even trying to help 
themselves in any way you would not be too concerned. 

Now, are they trying to do something but there is just nothing 
thev can do or just what is the situation? 

Mr. Howsr. I perhaps could have stated my remarks a little 
better, and in that connection I would like to say that I would con- 
sider it a very great privilege if I could fly this committee out to the 
area and take them through it. IT simply am not a good enough man 
to describe the problem. But when you drive for block after block 
after block and mile after mile after mile and town after town, through 
entire areas that are smashed up into one heap and covered 8 and 
10 and 12 and 15 feet deep in mud, and you see the little fellow in 
the filling station on the corner trying to dig himself out, and see the 
corner grocery store, the grocer who has come back, his whole first 
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floor gone, if he happened to be lucky enough to have a two-story 
building, his fixtures and his groceries have gone down the stream, 
they are just not even there, and he owes money for the inventory, 
for the stock that he had 

Mr. Furcoto. Let me interrupt you for just a moment, if I may, 
just to ask you this, because I think it will answer what I have in 
mind. If there is something else you might want to add I will be more 
than glad to let you add it. 

Mr. Howse. Yes. 

Mr. Furcoio. Would it be fair to say that in your ‘considered 
opinion the small-business man is doing everything he possibly can 
to help himself, but the situation is such that there just is not anything 
he can do? 

Mr. Howse. That is just the point I am trying to convey, Mr. 
Furcolo; it is just beyond his control. 

Mr. Furco io. I was concerned about what you said, whether he 
would just sit and wait and see, and say that ““We just can’t do this.” 
It did not seem to me that he would not be doing everything possible 
to help himself. 

Mr. Howse. On the contrary; I would like to give you this picture, 
too, if I may. You can go through these areas, and you will find 
people who are digging their businesses out of the mud, patching 
them up with crates and boxes or in any way they can, and you will 
find people living in houses on second floors where the first floors are 
still 2 or 3 feet deep in mud; and you will find literally thousands of 
houses in the area where there is a big pile of mud and silt outside 
every window as they are managing to throw it out and shovel it out, 
and they are gradually getting it into the street as fast as the engineers 
can take it away, but that in itself is a tremendous problem. I have 
forgotten how many hundreds of tons of silt were removed from the 
streets of the two Kansas Cities alone. 

Now, in that connection, if I could repeat, I would like very much to 
arrange to fly this committee to Kansas City in an Air Force plane. 
We could be gone-—we could get there and back in a day and a half, 
and arrange a tour through the area, Mr. Chairman, not that I am 
trying to sell the committee anything, but I would think the committee 
could well see for themselves what I cannot describe, to be quite candid 
about it. 

Also in that connection, I have had prepared by the Signal Corps a 
documentary film of this disaster. It is about 40 minutes long. It 
was shown by the President to the Senate and to such Members of 
the House who had not recessed some 3 weeks ago, and I would like 
to make it a part of our presentation at such time as might be con- 
venient for the committee. 

Mr. Norre t. I will be glad to discuss that with the other members 
of the committee, but I would like the record to show that the chairman 
of the committee, and I think I speak for the whole committee, believes 
that you have done a marvelous job in presenting to this committee the 
conditions that exist out there. However, I will discuss that problem 
with the committee and advise you. 

Mr. Wuirren. I would like to say, if I may, that this committee 
can readily appreciate the situation in the disaster area. Within 
what the law permits us to do, certainly I think we should go the 
whole limit in trying to provide for this need. 
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I just wanted the record to show that it is not the question of the 
seriousness of the situation and of our need to do it that has caused 
us to ask questions. 

Mr. Furcoxo. Let me skip around a little bit because I took these 
notes as you went through the testimony, and I hope you will bear 
with me. 

Mr. Howse. Mr. Furcolo, that is what I am here for. 

Mr. Furcoto. I understood you to say that the administrative 
expenses for the Philippine funds were 3 percent? 

Mr. Howser. I think 3 percent was appropriated, and the final 
windup came out about 2.6. 

Mr. Furco.o. That is right. 

What I am interested in is how much was the appropriation, if you 
recall? 

Mr. Howser. $400,000,000. It happens to be 

Mr. Furcoto. It was the same? 

Mr. Howse. It happens to be exactly the same; a very strange 
coincidence, indeed. 

Mr. Furcoto. I see. I did not know that. 

Mr. Howstz. I can give you a general summary of the facts on the 
Philippine claims operations, Mr. Furcolo, if you like. 

Mr. Furcoto. I do not want it right now. Maybe later on the 
committee might, but I do not care for it right at this moment. 

I had a couple of other questions right here that you may want to 
answer or you may want to submit later for the record. 





NUMBER OF GRANTS TO BUILD NEW HOMES 


Can you tell us how many home owners are going to get grants to 
build new homes? Can you tell how many are going to get something 
for repairs and rehabilitation? 

Mr. Howsz. I cannot tell you, but I would say offhand—and I 
would have no way to get this information short of several months of 
examination, but I would say offhand—that of the total number of 
homes destroyed, 98 percent of those people will not be able to rebuild 
without some kind of help. 

I would say out of the total number ‘of homes in the major damage 
category, by far the largest percentage of those people are destitute. 

Now, the minor damage group, I would think they would probably 
be in the minority rather than in the majority. 

Mr. Furcoxo. I think you may have answered this question, but 
I’m not sure. I made a note that you are asking for $50,000,000 for 
flood insurance for a revolving fund; and, in my opinion, at least, that 
looked to the future, and I was wondering how you could justify that 
as an emergency request. 

Mr. Howse. Well, I tried to answer that with Mr. Whitten, but I 
will take another crack at it, if you will permit me. 

Mr. Furcouxo. If you are satisfied with what you told him, that is all 
right with me. 

Mr. Howse. I can always improve a little. 

Mr. Furco.o. If you can, go ahead. 

Mr. Howse. I would like to say there that we have two different 
kinds of problems in the area: One, the rebuilding of homes and the 
rehabilitation of the farms, if I could lump those into one general 
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problem; and two, the rebuilding of the large industries, as well as the 
small industries through that section. 

Many of the larger employers in the area are undecided whether to 
fix up their plants on a permanent basis and continue their operations 
or whether to abandon what they have and move out entirely; and, 
in my own opinion, the insurance program is a virtual nec essity. It 
is an absolute necessity, to encourage industry to rebuild and not to 
abandon the area. 

Now, we have already had two large packing plants in that area 
that have closed their doors and there are 3,000 workers at one swoop 
made idle by that move. If we had 15 or 20 of the large plants in that 
area making the same kind of a decision, we have a very unfortunate 
unemployment problem. 

Mr. Furcoto. There was some mention made the other day of 
61 bureaus and departments that had some part to play in this. 

Mr. Howse. Yes. 

Mr. Furcoto. I do not just know whether you could do it, but I 
was wondering, Mr. Chairman, if it might be permissible for me to 
ask him if he could list those in the record, along with the statement 
of what they do in connection with this. 

Mr. Norrexvu. All right. 

Mr. Howse. Well, Mr. Furcolho—— 

Mr. Furcoto. I do not mean right now. 

Mr. Norrey. He wants you to prepare a short, concise statement. 

Mr. Howse. I can say to you they are already in the record under 
item 13 

Mr. Furcoto. In your exhibit here? 

Mr. Howse. And in the minutes of these different meetings, I 
believe there is a summary of their different activities already filed. 

Mr. Furcoio. What they do in connection with it? 

Mr. Howse. Yes. 

Mr. Furcoxo. I will check that over, and then see if there is any- 
thing in addition that I would want on it. 


AVERAGE SALARY OF NEW POSITIONS 


I think I have just one mofe question here. On the green sheets 
here of the people you are asking for, it averages out about $5,500 
roughly per person, as I read it, at least. You want 38 people with a 
total salary of $210,000. 

I was under the impression that the civil service classified average 
was about $3,700, and that here in Washington, in the Washington 
metropolitan area, the average was about $4, 000, and vet it comes 
to about $5,500, as I estimate it here, and I was wondering if you would 
comment on that, assuming you agree with the fact that it does come 
to an average of around $5,500. 

Mr. Howse. Well, I just do not know, Mr. Furcolo. I am willing 
to accept your figures or your computations. 

I would say to you in explanation of these green sheets that this 
was an educated guess as to what might be necessary. This also 
contemplated, because of the emergency character of the work, the 
caliber of the work, if you will, that the average type of employee 
might be in the higher grades than in the run-of-the-mill agencies 
that have been in existence for quite awhile where the procedures 
are pretty well worked out and already established. 
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Now, whether this is a good estimate or a bad estimate, I would 
have no way of knowing. I would have to be very candid to tell you 
that, I simply do not know. 

Mr. Forry. May I offer a suggestion there? If I understand it, 
those green sheets have to do only with that small central body. 

Mr. Howse. Yes. 

Mr. Fotey. Which would necessarily and which would, as I under- 
stand it, contemplate that it be a small policy, general top-flight 
management, whereas the detail of the work w ould largely be handled 
through delegation to agencies, and it is contemplated no large 
volume of the clerical and that sort of help. 

Mr. Furcoto. In other words, you would not have the low-paid 
employees. 

Mr. Fotry. Which is natural in the lower classifications. 

Mr. Furcoto. I do not have any mere questions. I am sorry I 
was so long. 

Mr. Norrevu. That is all right. 


FLOOD INSURANCE 


Mr. CLevencer. Mr. Howse, I am going to pursue the question 
of this insurance feature that Mr. Whitten discussed with you while 
it is still fresh in our minds. 

I happen to be somewhat interested in that area because, you per- 
haps, know where the Chariton and the Grand come into the Missouri 
River from southern lowa, and I have seen this old tawny giant when 
it gets on a rampage, I have seen it dissolve farms, as you have some- 
times, when it takes a notion to change its course—talking about the 
Missouri when it is in flood from up above. 

Mr. Howse. Yes, sir. 

Mr. CLevenGer. But this area has had more misinformation given 
to the House about it and about this particular flood—men have 
gotten up and narrated what a dam might do in North Dakota and 
South Dakota if it were completed in time, and the House is all con- 
fused about this particular flood, which you and I, who have lived 
there—I want to tell you, I still own a section of land just up at the 
head—5 or 6 miles from the source of the Grand, which goes down into 
the Missouri from southern lowa. I have 50 years ago and more 
stayed all night with an old spade when the creek which starts just 
across a little ridge from the Grand, and then goes into the Des 
Moines, used to suddenly take a notion—it was a placid little thing — 
it would flow through this room at night, and I have seen it bigger 
than the Mississippi in the morning from one of these flash floods in 
which all of this area is subject to their coming—4}s inches of rain, and 
maybe another one right on top of that, and you have that problem 
there. That water did not come from South Dakota or Nebraska; it 
fell right there. You had acre-feet of Kansas water to deal with in 
the valley of the Kaw, is that not right? You had more than a 
normal year’s rainfall in a month, and then you got more than 10 
inches right in the valley of the Kaw or the Kansas, as you call it now, 
and it had to go somewhere, and it just resulted from the high g ground, 
and it covered Armourdale and Argentine. 

I can remember 50 years ago or nearly that, somewhere in 1903, 
when I saw all of that area under water again. 
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I was interested in having you say what you did say, and I think 
you, perhaps, are thinking of that area. Do you think men ought to 
o© back in there, with probably 2 percent of the housing in Kansas 
City, Mo., probably more than that in Kansas City, Kans., and rebuild 
in that area when in the case of these floods no man may know when 
he may have that happen again? That water has to go somewhere 
and it should not go over residences of several thousands of people 
living on that ground, having a little transportation difficulty, it is 
true, coming to work, but do you conceive of anyone who would insure 
houses when, to my knowledge, and I am sure to yours, they have 
been under water, not once but several times besides, in 1937 and 
1927 it has been happening periodically. 

The water did not have to spend a week or 10 days getting there; 
it was right there in this area, and I should not like to spend any of 
our public money rebuilding those people in that particular area in 
this only place that the Missouri has to go to carry off floodwater. 
You know and I know that you cannot build concrete walls for it. It 
has been tried. It digs under them. 

Perhaps, willows have done more to control the Missouri—mat- 
tresses of willows—than any other type of revetment or bank control. 

You paint a picture here of a thousand miles of disaster. Well, if I 
could show you a picture like this one of the old farm where I grew up 
in southern Iowa where this thing would be running from one hillside 
to another across the farm and right across our cornfield, and it would 
be a stream bigger than the Mississippi normally, but the day after 
that water would be gone. True, our corn would likely be gone, too. 

We got deposits of alluvial soil that it took years to work up and 
make it valuable, and about the time we got the weeds under control 
we would get another one. 


ACREAGE UNDER WATER 


We got the silt soil—a good lot of that in Iowa is silt loam, wonderful 
soil, and I was just wondering—you tell me, if you know, how many 
acres of good arable land is under water out of production? Is any 
survey being made along this so-called thousand mile area? 

Mr. Howsr. You mean, Mr. Clevenger, under trapped water today? 

Mr. CLEvENGER. I mean how many acres. Some of it, as you know, 
is under cultivation now—you and I know it. The men that own it 
are putting it back. We have seen this before. How many acres of 
it is under this deposit of sand and silt and out of production? 

Mr. Howse. About 200,000 acres. 

Mr. CLEVENGER. As much as that? 

Mr. Howse. Yes. 

Mr. CLEvENGER. Well, that is a valuable figure for the record. 

Speaking about the packing industry, John Morrell at Topeka, 
and one of the Cudahy plants in Kansas City, are the only ones that 
are not back in production at the present time, isn’t that so? 

Mr. Howse. Yes. 

Mr. CLevencerR. And Morrell’s plant would be better located on 
higher ground, in Topeka, but at least they will have to get it out of 
this flood area; if they are smart they will. 

How high can you go in Kansas City with this protection of the 
millions and millions of dollars of railroad property that is in this 
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area? Can they build it high enough, or build bridges enough, or 
can they relocate, or can they relocate their hump yards to get their 
18,000 boxcars out of the river bed? 

Mr. Howse. Well, Mr. Clevenger, I think they believe that flood- 
control works can be erected to protect the industrial areas. The 
only way you and I would know, it would take 50 years from now 
to find out. 

Mr. Cievencer. Well, they are operating now, all the railroads 
are operating. 

Mr. Howss. Yes. 

Mr. Cievencer. Not all their tracks, but they are all operating 
their trains, and on schedule and on time 

Mr. Howse. Yes. 

Mr. CLevENGER (continuing). By pooling certain trackage; they 
have done that thing by doing that. 

Mr. Howse. That is correct. 

Mr. Cievencer. And probably 98 percent of the Kansas City 
homes were never under water anyway, were they? 

Mr. Howse. That is right. 

Mr. CLEVENGER. So one of our big problems, as I see it, is not to 
spend any more money putting these people back to live under this 
terrible threat of inundation. It ought to be abandoned as a resi- 
dential area, that particular area, or do you agree with that? I have 
seen it for half a century; some of those floods in person. 

Mr. Howse. Well, Mr. Clevenger, I fully agree with you on the 
general principle. Now, whether it applies to this area or that one, 
I am simply not skilled enough or acquainted enough to say. 

Mr. Cievencer. You know I am a merchandiser by profession, 
like yourself, and I know well that you do not appropriate money in 
your business like you suggested a moment ago, the Genera! Electric 
did, and I know they do not. I think you did yourself an injustice 
because the board of directors of General Electric would not allow 
that type of spending; you know and I know; it is carefully studied by 
engineers and it is planned before Mr. Wilson or anyone else can 
spend it. I want to spend my Government’s money that way. I 
want to alleviate, just as these gentlemen do, this suffering, but here 
is another thing to look at: Supposing you pay one of these fellows 
‘ash, and supposing he has only got 20 percent of his equity, and he 
takes that money and goes some place else to live, your rehabilitation 
problem still remains, does it not? If he does not rehabilitate it, 
somebody has to, if it is restored; right or wrong? 

Mr. Howse. Well, it may be that this program would have to be 
restricted to the rebuilding in the area. We have been over that one 
so many times that there are good arguments both ways, and if I had 
to tell you this morning 

Mr. CLEVENGER. Why am I saying that? Because I cannot, as a 
Congressman, stand any more of the stench of the misuse of Govern- 
ment funds that has been going on around here. 

It reflects on me as a Congressman. When I go home people say, 
“What are you doing about these things?” 

You know these pastel mink coats that they are talking about do 
not smell any better to a Republican than they do to a good ‘Democ rat, 
and I do not want any more of that. 

Mr. Howse. Mr. Clevenger, I am sure that is true, I agree with you. 











104 


NECESSARY RESTRICTIONS AROUND PUBLIC EXPENDITURES 


Mr. CLevencer. And we have got in protection to ourselves and 
to this Congress and to the Nation, to have some basis for spendiag 
the people’s money, so that there are some safeguards and restrictions 
around it. It is unconscionable to ask us to put that $50 million into 
this problem without spelling it out or getting a legislative authori- 
zation for it, which, I agree with my colleagues, we do not have. 

If there is a shorter way to get these people back into homes and 
rehabilitate them, that is one thing; but I happen to have moved to 
another State since I lived in lowa, although I still own a farm up 
there. I still saw a flood that Dayton had that I imagine had every 
bit of the damage that Kansas City had. What did they do about 
it? It filled the first floor of their homes. On top of that, the city 
of Dayton bought up lands and built those dry dams that heve been 
a protection to that city for the last 37 years. 

They did not mix up power with it and keep that water in the 
country. Most of that land are farms, and the land is never used 
at all, but it has an open dam for the stream capacity that is below it. 
and in case of one of those unusual rainfalls, it checks the water until 
it has a chance to run away, as maybe you do or do not know. 

Our city of Cincinnati, and Covington, Ky., had a tremendously 
damaging flood, arid not a thing was done for those people. They 
dug themselves out and they took their loss. 

We underestimate this Missouri Valley. 
I grew up with them. 
to help themselves. 

Now, let us help the fellow who cannot help himself, and let us help 
the fellow who wants to help himself, but let us not do it unless we 
find some legal, some decent way to doit. Why should we have more 
than these agencies that we have got? Why create a new one with 
this $300,000 overhead and, so far as the committee is concerned, 
shooting the moon with some new scheme that is not even jelled yet, 
and in all seriousness can you expect honest men—and I do not know 
whether you know it or not, but you have on this committee the 
finest type—I am not speaking for myself; I am just an ordinary 
run-of-the-mill Congressman-——but these men associated with me here 
are the finest men in the Congress, and the pick of the crop in the 
Appropriations Committee, and coming here sympathetically to 
listen to you. 

I must admit that I am disappointed in not having a clearer blue- 
print to look at this thing. You do not need to fly me out there; | 
have seen the thing in action. I know how those rivers behave. 

Do you believe that permanently 200,000 acres of land are lost to 
agricultural production now? 

Mr. Howse. Yes; I do, Mr. Clevenger. 

Mr. CLEVENGER. You do? 
movers to uncover 


Now, I know those people; 
We underestimate their recuperative powers 


Do you believe it is possible with earth 
how large a percentage of that is such that earth 
movers might uncover down to the loam and the tillable soil? 

Mr. Howser. I don’t know. We are experimenting out there now. 
Last week before I came in here I saw one piece of land where they 
were turning it under 30 inches deep. 

Mr. Cirevencer. I just made over 160 acres in Iowa to keep it 
from going down to the Mississippi, with bulldozers and seven or eight 
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dams. That belongs to my son. I did not ask the Government to do 
it forme. I just thought I would add that to something I might leave 











und my son while I could save it from the tax collector. 
ing 3 ‘I built seven dams on it, and all sorts of diversion and waterways 
ons — that we are seeding. You are right, there is not any more land up 
nto 7 there. Every acre of that—there is no more. That is what we are 
ori- ~~ going to live on in the future. There is not any more of that type of 
* land, and whether it washes away just by erosion or is carried away 
ind - by floods, it is equallv valuable, and I want to save it. 
ito But I do not see a blueprint for it. I really do not see a blueprint. 
=p | I do not think, Mr. Howse, with all due credit—you made a wonderful 
ery  _— statement—but I still do not think it is jelled in your own mind as to 
bul 4 just how this thing can be done. Am I right or wrong? 
ity = Mr. Howse. I will say to you very frankly, Mr. Clevenger, that that 
sal '  iscorrect, and 1 think it will take a matter of several months to jell it 
q in my mind, frankly. 
the 3 Mr. CLEvENGER. Yes; I can well see it. 
sed 3 Mr. Howsr. It is not the kind of thing that you get jelled on 
it. quickly or—— 
itil Mr. Curnvencer. I know what an awesome-looking thing it is when 
_ | -you see it while it is happening, while the water is there. It reminds 
sly : me, the Missouri River, of nothing so much as an old mountain lion 
ey ; crouching to spring, and it is different from most rivers anywhere else 
le: ’ in the United States. 
a 4 When I hear some of these people talking about some puny sort of 
tad ' a thing to control the Missouri, they do not know the kind of soil it 
a ; flows through; that is the trouble. It is loose alluvial soil. 
ov x I remember as a boy seeing the Burlington building a bridge at 
A > about the time Harriman was rebuilding: the railroad, after he lost 
‘th et the Northern Pacific. At that time they got a trestle costing a 
“ million dollars, and the Missouri River took a notion to move, and 
oi it moved right around the end of that new bridge, and they built a 
, t, second one—this was almost 50 years ago, about the time that it was 
al completed, and it moved back into its old channel, and it is there now. 
od The second bridge was not used except just about long enough to 
ny get it down, but it is one of the things that is the despair of the engi- 
, 7 neers to control, the Missouri River, because of the nature of the soil. 
e Do you know anywhere where they have been very successful with 
sf concrete walls or anything in restraining the Missouri? It has a way 
ad of going around them and digging them out, and it is an engineering 
“ problem that will challenge the best brains in this country, as well as 
, costing a lot of money. 
a I have spoken too long on that. 
DAYTON FLOOD 
th Has there ever been any comparison made? Of course, we know 
th the dollar is different and all at the time of the Dayton fiood. Do 
you believe that the damage to Kansas City was greater than in the 
W. ‘ city of Dayion, and the cities upstream in the Miami Valley in 1913, 
ey 2 or did you see it? 
. Mr. Howse. Well, I know that the damage in the entire flood area 
it is substantially greater. Now, whether the damage in Kansas City 
ht itself was greater than the damage in Dayton itself, Mr. Clevenger, 


I do not know. 
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Mr. CLevenGcer. We heard the same dire predictions as you have 
here that the cash register, the National Cash Register Co. might 
move away, et cetera. 

Dayton had faith, and they dug themselves out without any 
Federal help. They built these dams that I speak of, miles above 
the city. They are there yet. If you drive on United States High- 
way No. 40 you will see them above the city way up there. That 
was to prevent this thing. If there is any way to do it in the Kansas- 
Missouri, area, I am for that, and yet they did it without any help, 
except from Ohio. 

Dayton is three times as big as it was then, and there is one thing 
we never want to forget, and we never want to sell short, and that is 
the spirit of the American people. 

If we do not cripple them with so much taxation that they have not 
any chance to do things for themselves, they will heal this up for less 
money, and much quicker than the Government will ever do it for 
them. You know it, I know it. If you lose that faith in it, America 
is lost. I have seen some pretty dire things that looked at the time 
as though they would kill everybody and break their backs, but they 
do not. 

This is a wonderful resilient country, and it is not all measured by 
money nor by legislation nor by appropriations. It is measured by the 
spirit of a people, different from any other people in all of the world, 
and do not sell those Missourians and Kansans short. 

I grew up with them, I was neighbors to them, and I know them. 
This is Kansas, you know; I happened to be born on a Nebraska 
ranch. My father went out there after the Civil War, when his 
father and my mother’s father were both victims of the war, and I 
grew up with those people on a ranch. I know them, I know Kansans, 
too; and this is not going to break Kansas’ back nor Missouri’s back. 
Their greatness is stil] ahead of them. It is not any occasion for any- 
body to just throw in the sponge and take the count. 

The people down in Mississippi have taken it year after year, in 
the district of the gentleman on our right. You could not have had 
& more sympathetic committee if you wished it, but we want to be 
sure that we proceed by law, and in the best way, and see if we cannot 
expand these agencies of these men sitting here to do this without 
creating another super-duper. That is my reaction to it. 

Now, these gentlemen have had some surveys of housing conditions, 
and certainly we cannot solve and reclaim this land in 90 days, nor 
in time to plant next vear if the conditions are so—that is, for the 
stuff that the drift covered there; but I think it is wrong to take this 
snap judgment and come this way with a committee not empowered 
to give you what you want. 

1 will give vou everything that I can give you legally, but I would 
like a clearer blueprint; I would like some assurance that this thing 
will not shame us. 

I am in the fourth quarter of play; I have kept my escutcheon as 
clean as I might. I do not want to sully it in the last minutes of the 
fourth quarter, but I will never let my heart get calloused at the suffer- 
ing of other people; but I want to use my head along with my heart 
when we do this thing, if we can, and do everything that we can legally 
do for you. 
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The approach is wrong, and the emergency approach aid the 
pressure approach is wrong, and there will be more of it. You have 
not put it on, but it is coming. There is coming the sentimental urge 
to have us do something that we should not do, or attempt to do it. 

Then we have opened the gate to every flood damage any place in 
the United States, and this is an awfully big country. There is flood 
damage in every congressional district in the United States, and once 
we open this door with your bill, who knows what it will grow into. 

We are in the position now where we positively do not know what to 
tax next. I do not need to tell you that. The Ways and Means 
Committee have thrown up their hands. We have been reclaiming 
the world all over in a multiplicity of schemes that what our own 
country needed we have given to others, with very little gratitude from 
any of them, and without buying any friendship by doing it for them. 

You speak of a wheat shortage. We are feeding Indian sacred 
monkeys and a lot of their sacred cows with a lot of this grain reserve 
you are talking about. I do not see any shortage ahead of us, and I 
come from the best agricultural district, almost, in the Corn Belt. 
It is a wonderful one, and yet we are the only country in the world 
with a Government that can make rationing out of a surplus, if you 
get what I mean. . 

I do not want to do it. We cannot afford this fiddle-faddling, and 
I hope that we will have a more concrete blueprint of what we have 
got to do to get these people before winter, who are really the ones 
that will suffer. 

I hope the Red Cross has done a real job, and I think they have, 
but I do not want to make another pork barrel, another stench out of 
this. 

Mr. Whitten put his finger on it yesterday when he said in this 
bill without any restraints on it you have got a machine to reward 
your friends and give your enemies hell, or words to that effect. 
Those are not his, those are my words, and I agree with him, and I 
do not want it. I want this thing to smell sweeter than the stench 
of the backwater down there that follows a flood, these impounded 
waters that cannot run away. I do not want another national 
scandal, if you get what I mean. 

I have not anything more. I know you have got a big job, and I 
know it is just one of many of them; but this committee wants to 
help. It does not want to do anything to attempt to do anything 
illegal. That is about all I have. 

Mr. Norretu. The gentleman from New Hampshire, Mr. Cotton. 

Mr. Corron. Colonel, one practical matter that I would like to 
get your viewpoint on: I note from the justifications and from your 
statement that you have in mind apparently a central organization of 
approximately 50 people to administer this program, and then you 
are going to rely on established agencies such as the Department of 
Agriculture, and Mr. Foley’s organization, the RFC and others, with 
their regular staffs to do the administrative work of this program, is 
that correct? 

Mr. Howse. That is correct. 

Mr. Corron. And personally I think that you are to be commended 
for attempting that kind of an approach, to try to avoid creating a 
large new administrative force. 
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However, there are one or two practical matters in connection with 
the administration of the program that I would like to bring out. 

Suppose I am a resident out there in that area and I have, perhaps, 
a farm that has been flooded, and the buildings have been flooded out, 
and also the barns, the equipment, and machinery. 

Now, there is going to have to be quite a lot of determinations made 
in respect to each individual case. You have said, and I admired your 
frankness, and I think you are perfectly correct, that in the nature of 
this operation it is bound to be discriminatory; that you must deal 
with each case according to its merits; that is right, is it not? 

Mr. Howse. That is essentiaily correct, Mr. Cotton. 

Mr. Corron. Somebody has got to determine, first, we will say, 
whether my building should be reconstructed; whether it is in an 
exposed area, and whether it is good public policy to reconstruct it. 

Somebody must ascertain about my indebtedness; I may owe 
money to a building and loan association; | may owe money to a local 
bank; I may owe money to an insurance company back East, and 
there may be some indebtedness on my farm or my plant. Somebody 
must decide about that indebtedness, and they must decide whether 
I can bail out on a loan from Mr. Waters’ organization or if I have 
got to have a grant. : 

According to your plans somebody must do this leg work, of dealing 
with my creditors to see if they will accept 75 cents on the dollar to 
see how my situation can best be dealt with. 

There are many other features to be handled. That involves, it 
seems to me, Colonel, quite a considerable amount of detailed work, 
investigations, appraisals, and determinations. 

Now, who is going to do that work in these thousands of different 
eases which have to be dealt with rapidly and hastily? What is your 
plan on that? 

CENTRAL PLANNING ADMINISTRATION 


Mr. Howsr. Well, Mr. Cotton, I would say to you that our 
recommendation with respect to a central over-all policy-making 
group, a small group, stemmed primarily from our recognition of a 
possible need for a point of coordination of these different agencies, 
and the establishment of uniform policies and, perhaps, even to some 
extent procedures. 

I would say to you very quickly, and I doubt if I am authorized 
to make this kind of a statement, but if these agencies—if some 
means could be devised whereby these agencies could operate with- 
out the supervision of an over-all control group, I would be the first 
one to express a purely personal opinion that I would like to see 
that money saved, as a taxpayer. I personally doubt if it can be 
done that way, but perhaps it can be done. 

We had assumed that the operating agencies would develop their 
own grid rating systems so that there would not need to be a long 
period of investigation; that certain landmarks or bench marks could 
be established, certain ground rules could be established, and within 
certain established areas the great bulk of these cases, 1 think would 
lend themselves to some kind of a rating, the same as mortgages and 
financial statements aad things of that kind are rated in bulk in many 
cases. 
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In the unusual cases, they, perhaps, would have to be handled and 
‘ followed by, perhaps, a rev lew group and investigated more carefully. 
i Mr. Corron. Colonel, that is exactly what is troubling me. Mr. 
Furcolo, with another thought in mind, developed this somewhat. 

What troubles me, and I am not advancing this in hostility to the 

program, but simply to be practical. Because of the emergency, your 
very natural desire to meet it and handle it, you are advancing” into 
an uncharted sea. 
The President has appended to his message to the Congress, as laid 
down here, I assume a suggestion to the Congress and to this com- 
mittee, to be considered if we get a rule that would allow legislation, 
as some kind of a rough draft of a general approach. 

For instance, he says— 

No one person should receive more than $20,000 for all claims; should in no 
case exceed 80 percent of the amount equal to the cost of replacing, rebuilding, 
repairing, reconstructing of the property. 

He goes on, or somebody in his behalf goes on, to lay out some gen- 
eral criteria, but nevertheless that, of necessity, is very general; and 
here vou have got a situation, Colonel, where it strikes me that these 
| cases, these thousands of cases, are not gomg to fall into categories. 
. They are not going to fall into classes that can be dealt with as a group. 

If you administer this rather delicate program, with its extraordi- 
nary powers safely and reasonably, it strikes me that almost every 
individual case is going to demand quite a measure of determination 
and investigation, because it certainly is not going to bring about 
what is desired, that is, to put this important section of the country 
back into production. If you simply determine that my property 
was worth $10,000, and that I ought to get 80 percent of it, and you 
send me a check, I may look the situation over and become dis- 
couraged, I do not believe I can rebuild for that amount, and so 
I take the check and go up to New Hampshire and build some over- 
night camps for tourists and go into some other business. Certainly 
the purpose of this program has been defeated, and it becomes simply 
a reimbursement or a hand-out to help unfortunate people which, 
I gather, is not your idea of the project or the President’s or anybody 
else’s 

Now, in order to do this thing I foresee, and I would like the com- 
ment of Mr. Foley and Mr. Waters and the gentlemen of the RFC, 
I can foresee that if the committee goes ahead with this program along 


your line—and I understand you could not come in here with every 
‘“t”? crossed and ‘i’ dotted, with a whole blueprint as, perhaps, we 
‘ all wish you noha —but nevertheless I can foresee that even with 
3 your laudable intention of having the old-line agencies here go ahead 
with their experienced staffs and ‘do the job, the next step is that they 
will be coming back to this committee—I do not mean this special 
committee, but they will be ecminz back to various subcommittees 
: of the Appropriations Committee—for new personnel, more money, 


more administrative tools to work with, so that they can do this job 
and do it right. 

; I would like to hear from these gentlemen as to whether in their 
3 opinion that is going to be necessary. 

ie Mr. Fo.tey. Are you asking me, Congressman? 

; Mr. Corvon. Yes. 
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Mr. Fotey. I think it is perfectly obvious that a great deal of work 
is contemplated in any application of this plan, and by whomever it 
is done, whether new- or old-line agencies, it requires the work of 
people. 

What I have next to say, I am sure will be taken in the spirit in 
which I intend it. In the very laudable search for economy in the 
present situation we have not been allowed to retain any excess people, 
s» that I think perfectly realistically you would have to contemplate 
that some amount of added help would be required in those agencies 
which might have to handle a large volume of work under this set-up. 

I have in mind the fact that we are all, I am sure the committee 
will be willing to agree, in the agencies represented here, at least, try- 
ing to operate as efficiently and as economically as our duties will per- 
mit, and that we do have a great complexity of work to do, and the 
defense situation, of course, has complicated it still further. 

I would say that if a large volume of work had to be handled by 
the housing agency in a fast period, and the nature of this thing, if it 
is to produce the worthy results that are intended requires that it be 
done fairly quickly, would require additional help. 

Mr. Corton. It seems to me that is obvious. 

What do you say, Mr. Waters, about your organization? 


AGRICULTURAL PHASES OF PROGRAM 


Mr. Waters. To a great extent, the major share of the agricultural 
phases of this program are designed to fit into our existing programs 
for which we have authority. For example, the off-farm assistance 
would be the type of work that the Soil Conservation Service would 

render; the on-farm assistance is patterned after the ACP program 
of the Production and Marketing Administration; the part involving 
disaster loans is already part of the program of the Farmers Home 
Administration, and in the proposals that we have made we have 
included the expected administrative expenses in our estimates. 

The indemnification portion of this program, because plans for its 
operations are not yet firm, will :pobably involve some further 
administrative costs. If there are delegations to the Department to 
handle that, we would probably make use of our agricultural mobiliza- 
tion committees already in existence in each county for such work, 
but there would be some administrative costs involved. 

Mr. Corron. In other words, like Mr. Foley it would be your 
prediction that you would have to come back here and ask for some- 
thing more to enable you to carry the necessary hasty burden of 
these investigations? 

Mr. Waters. Only for that one part of the program. 

Mr. Corron. One small part, is that right? 

Mr. Waters. Yes. 


ADDITIONAL RFC OPERATING EXPENSES 


Mr. Bukowski. I would associate myself with Mr. Foley’s observa- 
tions, that if the entire program were adopted, it would impose an 
increased workload on us, notwithstanding our desires to carry out 
the wishes of this committee to carry out in an efficient basis, and we 
still would have to ask for more operating moneys. 
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Mr. Corton. I assume that you have not made any calculations 


uid TAs da eae aR act begs aM a 


; yet, and you could not until you got into the work, as to how much 
f added personnel you might need to do this job, is that right, Colonel? 
Mr. Fotey. Except that I would assume, Colonel Howse will 
1 ; correct me if I am wrong in this general assumption, that this esti- 
. FF mates of total appropriations themselves inelude enough to cover 
, ; administrative expenses on a percentage basis, such as we have had 
i in other emergency legislation. 
i Mr. Bukowski. Can I point out on this occasion that insofar as 
| i applications for loans are concerned, while there is a relationship to 
; : the number of casualties, so to speak, yet the proportion is a per- 


centage of the total, whereas in the case of indemnities, you can be 
: sure that every one of those cases would come in and file a claim 
. application for indemnity, so that the workload would be many times 
greater than it would on the loan. 
Mr. Foxey. I am sure that is the case. 
; Mr. Corron. That leads me to the next question. I have assumed 
: 5 from your discussions with other members of the committee that, of 
: course, there are two principles here: One is to restore this great 

area to production. ‘The other principle is to be kind to people who 
have been unfortunate, and reimburse them for their loss. 

Now, which is the governing, motivating, guiding principle that 
would be followed in this administration? 

Mr. Howse. Mr. Cotton, I would say to you that the second 
principle is not present in this presentation at all insofar as we are 
concerned. 





PRESIDENT’S MESSAGE 





Mr. Corron. Well, the President does not entirely agree with you 
because he names those two principles, and he names the humani- 
tarian first in his message to the Congress. I am not trying to 
maneuver you into some criticism of the President, and I am not 
seeking that myself. 

Mr. Howse. I hope you are not. 

Mr. Corron. I mean, that is apparently in his mind, and when 
he appeals to the Congress he says that there are two reasons for this 
program; the first is humanitarian. The victims of floods must be 
given an opportunity to live, and so forth; and the second is that we 
are engaged in a great struggle and we want to put this area back 
into production. 

It strikes me that as a practical matter of administering this pro- 
gram those two principles are in constant conflict because, if 1 am a 
fellow out there who had a small business, and I apply for indemnity, 
you come to me and you !ook the situation over, and my business is 
not very essential to the national war effort. You would be inclined 
to say, ‘‘Well, now, I am sorry for you, my good friend, but what we 
are trying to do is to get this great area back into production for this 
struggle that we are in. But after all, you are nonessential and we 
have to discriminate on this thing, and we can’t go very far for you.”’ 

But, on the other hand, if the humanitarian aspect prevails, then 
it does pot make any difference whether | am running a filling station, 
a grocery store, or merely engaged in barter. I have been flooded our 
and have just been unfortunate, and you ought to do something for me. 

Now, how are we going to know which is going to predominate? 
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Mr. Howse. Mr. Cotton, I would say to you, at the risk of being 
repetitious—and I say this very respectfully—this is an emergency 
program insofar as we are concerned. Of necessity, the program is 
developed as we progress. 

Now, the President’s message went to the Congress on the 20th of 
August, if I recall correetly. This is nearly a month later, and during 
that period of time we have learned by some experience in the area, 
and we have had a chance to develop our own thinking in this respect, 
and we have eliminated—and I do not want to seem to be in the 
position of second-guessing the President by any means—but we 
have eliminated from our thinking the items that I mentioned yester- 
day and this morning: the receivables, the inventory, the crops, the 
livestock, the household goods, the personal possessions, and in that 
elimination my personal view is that we have pretty well eliminated 
the humanitarian point of view also. 

We have presently restricted this program in our thinking to the 
rehabilitation of productive plant. 1 do not know whether that is a 
very sensible answer, but that is as good as I can give it. 

Mr. Forey. May { make a comment there just by way of explaining 
what you had in mind? The two are not entirely separable, of course. 
I mean to a very large extent, as you accomplish the purpose that the 
Colonel has discussed, you do have a very strong humanitarian effect. 

May I make another comment, since you are about to close this 
session, and | say this with a particular idea of justice to Colonel 
Howse and to the rest of us who are here: That necessarily in the 
course of the discussion the emphasis has seemed to be upon the idea 
that these appropriations suggested here or requested here were to 
be made to Colonel Howse or to some administrator who might be in 
charge; whereas, just to clarify the situation, I would like to call 
attention to the fact that the request is for appropriations to the 
President, and under certain limitations which probably are not 
spelled out as fully as they might be, but I just wanted to get that 
clear: That the appropriations are for a request of the President for 
which, I suppose, there is some precedent. I am not a lawyer. 

Mr. Corron. I was about to ask, Colonel, but I will not now— 
I assume we want to go to lunch. May I have 5 minutes after lunch, 
Mr. Chairman, after we return? 

Mr. Norre.u. Yes. It is very evident that we cannot get through 
with Mr. House this morning. I have some questions that we have 
accumulated during the interrogations and I do not want any member 
of the committee to feel rushed. This is an important matter. I do 
not want the witnesses to feel that they must be in a hurry. After 
all, there are $400,000,000 involved. The members of the committee 
and the Congress and the area affected and the entire people of the 
United States and, I might say, the world, are interested in what we 
are doing, and they want us to render correct decisions, and we want 
to render correct decisions. Therefore I think we had better recess 
now until 2 o’clock, and ask the witnesses to return so that we can 
resume with Mr. Cotton completing his questioning. 

Mr. Howse. Mr. Norrell, may I say that we have, following our 
conversation yesterday morning, arranged for certain of these people 
from out of town to come, the ; governors and our financial chairmen 
from Kansas City, and so forth, at 10 tomorrow. Is that still agree- 
able with you. 
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Mr. Norre wt. I think that will be all right. 
Now, one other question: Could you bring with you this afternoon 
your attorney who has assisted you in the preparation of these papers? 
I asked you yesterday to determine what part of this program, if 
any, was authorized by law. There have been a lot of questions on 
that, and we would like to have the interpretation of the matter by 
the best attorney that you have advising you down here. 

Mr. Howse. It is Bureau of the Budget counsel; I do not know who 
he is, but I will get a hold of him. 
Mr. Norrecy. Bring him with you at 2 o’clock. 
Thank vou very much, and we will recess until 2 o’clock. 


AFTERNOON SESSION 


Mr. Norrevyi. The committee will come to order. 

Are there any other questions? 

Mr. Corron. Yes. 

Colonel Howse, you had just indicated when we recessed for lunch 
that this message of the President to the Congress setting forth need 
of $400,000,000 from the Congress came down in August and that 
since that time those of you who are working on this program and 
considering it have had occasion to change your opinion somewhat 
as to the general policy behind this program, and that instead of 
emphasizing the humanitarian angle of helping these people who have 
been victims of this disaster that your thinking since that time has 
changed so that you would emphasize almost entirely the matter of 
getting this section of the country into production. Is that about 
correct? 

Mr. Howse. That is correct, Mr. Cotton. 

Mr. Corron. And Mr. Foley pointed out at that time that of 
course Congress is being asked to appropriate this money for the use 
of the President and not for you or any other particular individual 
agency, which compels me to ask this question—and not for any 
possible political implication, because this is too serious for that sort 
of thing. Can you tell this committee or are vou authorized to tell 
this committee that since this message came down to Congress the 
President has also revised his opinion about the purposes behind this 
program, that it should be for the restoration of production rather 
than the humanitarian angle? 

Mr. Howse. Mr. Cotton, Iam not authorized to tell this committee 
anything like that. And I can only answer you by saying that I am 
not so authorized. 

I might explain my other remarks—and not in any sense appearing 
to correct or amend the President’s message, either—but we have had 
nearly a month more time in which to ponder the problem and in 
which to examine into the possible methods of administration, and 
we have come to the conclusion that the program which we presently 
have recommended to the committee is capable of administration, 
whereas a general indemnification program with replacement of a pair 
of shoes to an individual probably is not capable of administration. 

Mr. Corron. Well, 1 can quite appreciate your point, and I assure 
you again I was not seeking to embarrass you by that question. But 
that leaves us in this position as far as this committee is concerned 
which is asked to pass on this $400,000,000, that your own opinion 
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as to how this should be administered is that now it should be admin- 
istered on the basis of rehabilitating essential key industries and agri- 
culture in that important area; but actually this goes to the President 
of the United States, and all the evidence we have is the President’s 
own message formally delivered to the Congress, and that still leaves 
the matter open as to whether it is going to be administered on a 
humanitarian basis or on strictly the basis of war production, we will 
say. That’s a correct statement, isn’t it? 

Mr. Howse. Well, I assume that if the money were appropriated, 
Mr. Cotton, that proper safeguards could be written into the legis- 
lative language of the bill to insure the manner in which it would be 
spent. 

Mr. Corron. That leads me to the only other point I want to raise. 
I assume, Mr. Chairman, that this suggested language which appears 
in House Document 228 on page 6 at the end of the President’s mes- 
sage is already a part of this record? 

Mr. Norreu. Yes; it is. 


Proposep APPROPRIATION LANGUAGE IN HousE DocumMEnNtT 228 


Mr. Corron. Now, Colonel Howse, I call your attention to that 
language which appears on page 6 of the document that contains the 
President’s message to the Congress. Now is that language suggested 
to the Appropriations Committee of the Congress to be incorporated 
in any appropriations bill that results from these hearings and from 
this request? 

Mr. Norretv. As I understand it, that is the language of the bill 
that the committee is requested to report on. 

Mr. Corron. May I ask, Mr. Howse, was that language prepared 
by your office or by the Bureau of.the Budget or by someone else? 

Mr. Norre.u. | had assumed that that language was prepared by 
the Bureau of the Budget, and that is the reason I requested the at- 
torney from the Bureau of the Budget to come down. 

Mr. Corron. Is it all right for it to appear in the record, Mr. 
Chairman, that it was prepared in the Bureau of the Budget? 

Mr. Norre.t. Yes. 

Mr. Brap.ey. We were presented with an outline of the program 
sought to be provided here and we rendered the technical assistance 
in preparing the text which you see before you. 

Mr. Corron. Thank you. 

Now, Mr. Howse, referring to this suggested language, which is the 
only legal regulations and restrictions that have thus far been suggested 
to govern the expenditure of this money, may I eall your attention 
first to this proposed provision which says “such indemnification 
shall not exceed $20,000 for all claims of any one person and shall in 
no case exceed 80 percent of the amount equaling the cost of replacing, 
rehabilitating, repairing, or reconstructing such property, less depre- 
ciation.”” Is that intended to govern corporations as well as indi- 
viduals? 

Mr. Howse. My understanding is that it is so intended. 

Mr. Corron. Now if the central purpose, the governing motive 
behind this disaster indemnification, is to get a great section of this 
country into production, isn’t that a restriction that would defeat 
that purpose? In other words, if you have got some substantial 


Te ee 











‘telah ai pase a, 











i: aati wt ae bee ee a Cee 












ae ATT PS HS ae TS NAST 2? 


RITE 
















115 


manufacturing plant out there that has been flooded out and for the 
war effort it should be gotten back into production, you can’t do that 
for $20,000, can you? 

Mr. Howser. No, Mr. Cotton, you cannot. And as I said yester- 
day, in that respect this bill quite frankly is discriminatory. The 
larger companies, generally speaking, have their affairs pretty well 
in hand. They have assets in most cases, or in many cases at least, 
elsewhere in the country. They can qualify themselves for some sort 
of a loan, which the average small individual cannot do. And for that 
reason it was decided 





EFFECT OF $20,000 LIMITATION 


Mr. Corron. You are talking about a big corporation like General 
Motors that was referred to as an example the other day. But for 
even a small manufacturing plant—that is, small in comparison with 
a huge one like General Motors—$20,000 wouldn’t do the job. And 
my point is, isn’t it quite apparent that this restriction is designed to 
spread this money around among individuals who have suffered, and 
this restriction in itself shows that the humanitarian purpose, is quite 
plainly in this proposed language? You have got to modify that some 
before you begin to operate on the theory that this is to put a great 
section of this country into war production, haven’t you? 

Mr. Howse. I don’t think so, Mr. Cotton. And certainly the 
intent of the proposed legislation was to take care of the bulk of the 
cases, the greater number of the cases. 

Mr. Corron. Well, it was to take care of a large number of indi- 
viduals. And this restriction is to try to spread it around among a 
large number of individuals, isn’t it? Wouldn’t it work that way? 

Mr. Howss. Well, not in the sense that I think you are asking me 
the question—not in the sense that it is intended to indemnify indi- 
viduals and not productive plant; no. I may be reading something 
into the question that isn’t there, Mr. Cotton. 

Mr. Corron. No. I want to make it plain. It just seemed to me 
that this provision was obviously calculated to promote the aid of a 
great many individuals who had suffered. This was devised at the 
same time that the President named the humanitarian aspect of the 
program, named it first at least in chronological order, as the purpose 
of this $400,000,000, which now you feel is a secondary consideration. 
This provision would seem to me, if you are proceeding purely on the 
basis of restoring production in an important section of this country, 
to be a handicap. If you are proceeding on the basis of distributing 
relief and aid to unfortunates from a humanitarian basis this provision 
would be of assistance. Now it seems to me obvious. But you 
don’t agree with that. 

Mr. Howssz. No, Mr. Cotton, I don’t agree. And I would like to 
give you a very candid explanation of the background of the $20,000 
figure. It was felt that that figure would adequately cover most of 
the farm land and property damage, certainly the bulk of the home 
damage, and except for the very large companies would put the average 
small-business man in a position where a loan could help him. And we 
did not feel that the amount should be any greater than would be 
necessary to place these people in line for loans instead of indem- 
nification. 
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Mr. Corron. Now you have been talking yesterday and today 
along the line of taking care of them on the appraised assessed tax 
valuation of their property, and I understood you early in the day to 
say, in answer to a question by Mr. Furcolo when he gave an example 
of a person whose plant or home was valued at $2,000 and it cost 
$10,000 to replace, that he would probably get the $2,000 and would 
have to find some other way to get the rest of the necessary funds. 
But here in this suggested language it says in one provision “not to 
exceed 80 percent of the cost of replacing, rehabilitating, repairing, or 
reconstructing such property.”” And so here again you have laid right 
down in here in cold print a method which is different from what you 
are advocating orally before the committee. 

Mr. Howse. I don’t think it is different, Mr. Cotton, and I think 
this language was intended to place the agencies in the same position 
that an insurance adjustment company would be in, where they could 
either replace the property or pay a loss. 

Mr. Corron. Now another provision here—and I will go through 
this quickly now—refers to conservation and land-restoration meas- 
ures; that is, that the President or his agency designated, I assume, 
can require that sort of a thing as a condition precedent to receiving 
this assistance. That has more or less been abandoned in the mind 
of you and your associates, hasn’t it, now? 

Mr. Howse. No. That, as I understand it, is an integral part of 
the Agriculture Department’s program for providing assistance for 
land drainage and restoration of ditches and that kind of thing. 

Mr. Corron. That doesn’t mean that in effecting rehabilitation 
that you are going into their usual policy of requiring soil conservation 
and that sort of thing, or does it mean that? 

Mr. Howse. I would like to defer to the Agriculture man who is 
here if I might, Mr. Cotton. 

Mr. Warers. Mr. Cotton, our program in that respect does show 
soil conservation adjusted to meet the peculiar needs of this area. 
There are specific practices which would contribute to the clean-up 
and restoration of the land. 

Mr. Corron. Thank you. 

Mr. Norreii. We have Mr. Bradley with us today. I would like 
for vou to state your name, Mr. Bradley, and the position you hold. 

Mr. Braptey. J. P. Bradley, legislative attorney with the Bureau 
of the Budget. 

Mr. Norreiti. How long have you held this position with the 
Budget? 

Mr. Braptey. I have been with the Budget Bureau for approxi- 
mately 5 years. I have held the present position for about a year 
and a half. 

Mr. Norrevu. And you hold that capacity at this time with the 
Bureau of the Budget? 

Mr. Braptey. That is correct, sir. 

Mr. Norretu. You might give a brief statement regarding your 
schooling and your experience since you left school so the record will 
show who vou are. 

Mr. Braptey. I attended St. John’s College in Annapolis, George 
Washington University and Southeastern University, in the District 
of Columbia. I was with the General Accounting Office from 1936 
until 1941. From 1941 through 1945 I was with the Navy. From 
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1946 to the present date I have been with the General Accounting 
Office and the Bureau of the Budget. 1 am a member of the District 
of Columbia bar. 


STATUTORY AUTHORITY FOR BUDGET REQUEST 


Mr. Norrevu. We have before us, Mr. Bradley, a budget for the 
flood disaster program in the total amount of $400,000,000. The 
question has been raised as to whether or not there is statutory author- 
ization for this amount of money to be appropriated as requested i in 
the budget estimate. We would like to hear you on that point, please. 

Mr. Braptey. Mr, Chairman, the first item suggested in the 
President’s message, entitled “Rehabilitation of Midwestern Flood- 
stricken Areas’’—— 

Mr. Norrevy. Where is that? 

Mr. Brap.ey. It is on page 6 of the President’s message as con- 
tained in House Document 228. 

Mr. Norreiu. You mentioned the first item. All right. 

Mr. Brapuey. There is of course statutory authority for the admin- 
istrative provisions in there such as hiring passenger motors and air- 
craft, advancing of funds, expenses of attendance at meetings, and 
services under section 15 of the act of August 2, 1946. The balance 
of it is not authorized by law except to the extent indicated on page 3 
of the document where the message states, third paragraph: 

A number of lending agencies, including the Department of Agriculture. the 
Housing and Home Financing Agencies, the Veterans’ Administration, and the 
RFC can, to a limited extent, make insured loans for the rehabilitation of farms, 
homes, and businesses. l 

Mr. Norreu. All right. Would any of this be authorized by 
Public Law 875 of the Eighty-first Congress? 

Mr. Brapiey. What is that law? I may have that here. 

Mr. Norre.u. You will find that as Exhibit 3 of the justifications. 

Mr. Buxowsk1. That is the Disaster Relief Act. 

Mr. Norre.u. And that is the law that was approved on September 
30, 1950? 

Mr. Brap.ey. That is correct, sir, except that in my recollection 
the authorization for the appropriation under that law has been 
exhausted. 

Mr. Norre.t. I did not get the last statement you made. 

Mr. Brapuey. With respect to the disaster relief law, of which you 
speak, my recollection is that the authorization for an appropriation 
has been completely utilized. 

Mr. Norrevu. Yes. And so the rest of it in your opinion is not 
authorized by law? 

Mr. Braptey. Except as I have indicated. 

Mr. Norrevu. Except as you have indicated here? 

Mr. Brapuey. Yes. 

Mr. Norre.u. That is all. Any questions? 

Mr. Wurrren. There is one question I would like to ask. You 
point out that on page 3 of the message— 

a number of lending agencies, including the Department of Agriculture, Housing 
and Home Financing, the Veterans’ Administration, and Reconstruction Finance 
Corporation can make loans. 

Now that is authorized, and the committee is authorized to increase 
the amount of money available to them. 
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Mr. Braptey. That is correct. 

Mr. Wuirren. But there is no authority for the committee to 
appropriate money to Mr. Howse or to any administrator, who 
in turn would allocate money to these various agencies so that the 
money so allocated would be freed from the general basic law which 
applies to how they handle their funds? 

{r. Braptey. That is probably correct, sir, if we assume that the 
authorizations for appropriations for those purposes authorize appro- 
priations only to the agencies you have named. 

Mr. Wuirren. Let us get this clear. There is authority to increase 
the amount of money available to those agencies to be handled in 
line with the statutory authority governing those agencies? 

Mr. Brap.tey. That is correct. 

Mr. Wuirren. Is there any authority, however, for this Com- 
mittee on Appropriations to appropriate money to Mr. Howse or to 
a disaster administrator, who would allocate funds to these agencies 
in such a way that they would be freed from the controls that govern 
the operation of those agencies? 

Mr. Braptey. None that I am aware of. 

Mr. Wuirren. That is all. 

Mr. Norre vu. Any other questions? 

Mr. Corron. Yes. 

This language which is suggested to this committee goes on to pro- 
vide that funds may be advanced under section 11 of the act of August 
2, 1946. And I turn to that section and find that section simply 
provides that no advance of public money shall be made in any case 
unless authorized by the appropriation concerned or other law. Now, 
that restriction in there would mean that you could only use this 
money through the established agencies, as testified to just now by the 
gentleman from the Budget Bureau, and would preclude its distribu- 
tion in any other manner. Is that correct? 

Mr. Brapuey. No, sir. That is intended to be in addition to the 
other manner provided and to authorize the advance of funds in 
keeping with section 11 of the August 2 act which otherwise, but for 
this provision, would prevent their advancement. 

Mr. Corron. You mean that is intended to clothe this Appropria- 
tions Committee with authority so that by making the appropriation 
the President can spend it without regard to existing law? 

Mr. Brapuiry. No. I think it is precisely what is contemplated by 
that section of the act of August 2, 1946. 

Mr. Corron. And what is contemplated by it? 

Mr. Brapiey. Under that section referred to, Mr. Cotton, it pro- 
vides that no advance of public money shall be made in any case 
unless authorized by the appropriation concerned or other law. Now, 
in the President’s message it was stated that under the circumstances 
a broad degree of discretion in administering the rehabilitation funds 
is necessary. It was also stated that in this emergency speed of 
action is all-important. In keeping with the tenor of that particular 
part of the message we put this in there with the thought that under 
certain circumstances it may be necessary to advance funds pending 
final settlement of the matter in question. 

Mr. Corton. But this is a restriction on advancing funds, isn’t it? 

Mr. Braptey. No, sir. It is one of the items included 

Mr. Corton. You mean by this language you exempt this particular 
project from that? 
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Mr. Braptey. That is correct, sir. 

Mr. Corton. So that if this language is adopted then the President 
can, through whatever agency he designates, distribute this money 
without authority of previously existing law? 

Mr. Braptey. No, sir. In my opinion that would permit the 
advance of funds in the case perhaps of an indemnification payment 
before final settlement is effected. 

Mr. Corron. I see. Simply an advancement before you decide 
exactly how much is going to be given. 

Mr. Bravery. That is what was contemplated. 

Mr. Howse. May I add, Mr. Cotton, that it was the practice in 
the Philippine Claims Commission where they paid a certain per- 
centage of claims at one time, and then after the expiration of the 
filing date the pro rata amounts were paid out of the claims that 
had been filed. 

Mr. Corron. Later in this language it provides that any payment 
made shall be final and conclusive and there will be no appeal of any 
kind—that is, it confers that arbitrary power to decide how much 
John Doe shall get and how much Richard Roe shall get and there 
will be no question of appeal over it. Is that correct? 

Mr. Brapbuey. That is correct, sir. 

Mr. Howse. May I comment on that too? And, Mr. Chairman, 
can I have this comment off the record? 

Mr. Norre.u. Yes; we can go off the record. 

(Off the record.) 

Mr. Norre.u. Let us go back on the record now. 


EXCLUSION FROM ADMINISTRATIVE PROCEDURE ACT 


Mr. Corton. Now, finally, this suggested language provides that 
the functions and duties established under this act shall be excluded 
from the operation of the Administrative Procedure Act except as to 
the requirements of section 3 thereof. Section 3 has to do with 
certain reports of agencies to indicate the nature of their activities 
and their personnel and so on. What is the purpose of excluding the 
administration of this fund from the provisions of the Administrative 
Procedure Act? 

Mr. Brapuey. Frankly, Mr. Cotton, I am not as familiar with that 
as I should be, perhaps. But I do suggest that it was inserted in the 
text because of the necessity for speed in carrying out that program. 

Mr. Corton. Well, you are familiar with the Administrative Pro- 
cedures Act. 

Mr. Brap.tey. Yes; I am, sir. 

Mr. Corron. And I have no doubt you are much more familiar 
with it thanI am. Isn’t it a fact, however, that if the administration 
of any fund by any agency of Government proceeds in compliance 
with that act it means that you have to have a certain uniformity 
in dealing with different individuals; isn’t that true? 

Mr. Braputey. That is true, sir. 

Mr. Corron. And if this fund should be exempted from that act 
it means that whoever is administering it can arbitrarily decide that 
a certain individual shall receive so much and that is final and con- 
clusive and that is the end of it. On the other hand, when someone 
else makes an application they could designate a committee of four 
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or five people to decide on that one, or they could use different criteria, 
different methods, different determinations for as many different 
individuals as they chose to. Is that right? 

Mr. Brap.ey. I would not so conclude, sir. 

Mr. Corron. You mean that there still would be a certain legal 
necessity for certain uniformity in dealing with different cases after 
you have exempted this administration from the provisions of the 
General Procedures Act? 

Mr. Braptey. I think there would be a very practical, compelling 
necessity for doing it. 

Mr. Corron. You mean a legal necessity? 

Mr. Brapuey. Perhaps not in a strict legal sense; no, sir. 

Mr. Corron. You mean that in the interests of continuing a good 
public opinion and fair play and avoiding public censure it would be 
well to have people feel that they are being dealt with fairly, so that 
any good conscientious administrator would say that all people were 
dealt with the say way; is that what you mean? 

Mr. Brapuey. By all means. 

Mr. Corron. But you are fixing it specifically so that you won’t 
have to do that; is that right? 

Mr. Brap.ey. That was not intended when that was inserted, I 
feel sure. 

Mr. Corron. Then what was the purpose of exempting it? 

Mr. Brapuey. The speed element in carrying out the program is 
all I can suggest at this point, sir. 

Mr. Corron. Now one more question on this proposed language. 
In referring to the proposed flood-insurance revolving fund it says 
that the President may set up such a flood-insurance revolving fund 
and turn this flood-insurance project over to any agency he chooses, 
or create any new agency. 

Are you prepared at the present time, Mr. Howse, to say what 
agency you have in mind to administer this, or is it to be administered 
by a new agency? 

Mr. Howss. No, Mr. Cotton. We contemplated that the in- 
surance program would be administered by the RFC. 

Mr. Corron. And that is your present purpose? 

Mr. Howse. Yes. 


ORIGIN OF BUDGET REQUEST 


Mr. Corron. Did the original request or demand for Federal 
intervention and Federal indemnification for damages caused by this 
disaster come from the areas afflicted or did it originate in the 
defense production agency in the interests of national defense? 

Mr. Howse. Well, Mr. Cotton, I don’t know that I can answer 
that question, and I am not trying to evade it either. I just don’t 
know. I think probably it is fair to assume that it originated else- 
where, because the idea was mentioned to us several times prior to 
our’drafting a final recommendation. I think it wasn’t our original 
idea. 

Mr. Corron. So far as you know neither Mr. Wilson nor the rest 
of the executives of the war production agencies, after considering 
this flood and devastation that took place, immediately of their own 
‘volition said, “Here is a tremendous handicap to our defense effort 
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and we ought to cut red tape and have a new system here and go out 
and rehabilitate these industries.’”’ They came along after the folks 
out there began to appeal to the Federal Government for help; is 
that right? 

Mr. Howse. No, Mr. Cotton. 

Mr. Corton. I am sorry if I appeared to be putting words in your 
mouth. What is the answer to my question? 

Mr. Howse. I know very well the answer to that one, which is a 
little different from the answer to the first question. If I can go back 
and review for you, before the power of the disaster struck the two 
Kansas Citys we became very much concerned over the violent 
disruption of the transportation facilities in the area. And again— 
I don’t know, Mr. Chairman, whether this part should be on or off 
the record. But the fact remains that the transportation facilities 
to the west coast are extremely limited. And the taking out of the 
entire Kansas City freight-yard area was a very severe blow to the 
transportation to the west coast. And as I have repeatedly mentioned 
in the last 2 days, we are still at war in Korea, and our west coast 
facilities are extremely important. For this reason we began to 
examine into the disaster quite closely. It quickly became apparent 
that this entire catastrophe was of such magnitude that it would cut 
right across our whole defense effort. We immediately then instructed 
the Defense Production Administration to set up priorities and special 
allocations, and to dispatch teams of experts to the district. And that 
was done even while the water was at its height. 

So that everything that we knew how to do with respect to the 
cutting of red tape, as you expressed, the emergency allocation ot 
materials, the emergency handling of any supplies, we recognized 
that that would be little enough and we would have to start with that. 
And we did start with that. After examining the magnitude of the 
disaster and the extent of the disaster we became convinced that some 
rapid and unusual type of treatment was necessary in order not to delay 
us further. And at that time then we developed the thinking on this 
productive aid program. 

Mr. Corron. Thank you. 

Could either Mr. Howse or the gentleman from the Bureau of the 
Budget explain to this committee the rather unusual form in which 
this suggested language of limitation reached the Congress? I may 
be wrong, but it has been my observation since I have been in Congress 
that in cases of this kind usually the Director of the Budget writes a 
formal letter to the President of the United States suggesting the 
probable language of limitation or the criteria for administering funds, 
and the President of the United States transmits that letter from the 
Director of the Budget to the Congress. In this case we see the Presi- 
dent’s message, and appended to it without comment, as far as that 
part is concerned, is this supposedly suggested language. It isn’t 
signed by anybody connected with the Bureau of the Budget or it 
isn’t acknowledged as being fathered by anybody. I can’t escape the 
impression that the Bureau of the Budget wasn’t entirely satisfied 
and didn’t want to assume the responsibility for this kind of language 
as any real legal restriction and protective regulation for the adminis- 
tration of this fund. Now, I may be wrong. Would you comment 
on it? 

Mr. Braptey. I don’t know, sir, why this particular method of 
transmitting was adopted. I have no knowledge of that. 
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Mr. Corron. Have you known of its being used in any other case? 

Mr. Braptey. I believe it has, sir. The annual budget is sub- 
mitted on this same basis, namely a Presidential message to the Con- 
gress accompanied by appropriation language. ; 

Mr. Corron. In your opinion does this suggested language consti- 
tute any real restriction on the administration of this fund? 

Mr. Braptey. I frankly don’t know how to answer that, Mr. 
Cotton. This language I am sure carefully follows the program that 
has been outlined to us. Beyond that 

Mr. Corron. Well, isn’t it a fact—and this may be necessary— 
I don’t ask this in an argumentative sense, but just so we may know 
exactly where we stand—isn’t it a fact that what is asked for here is 
$400,000,000 to be expended by the President through anybody he 
wishes and in any manner he deems proper for the rehabilitation of 
this area without any real restriction, regulation, or effective criteria 
upon it? Isn’t that the fact? : 

Mr. Braptey. I might answer it in this way. It does not, as in 
the normal case, have a foundation in existing law. 

Mr. Corron. That completes your answer? That is all you care 
to say? 

Mr. Brap.ey. Yes, sir. 

Mr. Corron. Thank you, Mr. Chairman. That is all. 

Mr. Norre.u. Any additional questions? 

Mr. Wauirren. I take it then that this was prepared in the reverse 
way. In other words, Mr. Bradley, you found out from Mr. Howse 
and others what they wanted to do, and there was no authority for 
it. And this was prepared as a means for them to do what they had 
advised you they wanted to do to relieve this area. 

Mr. Brapuey. We were presented with an outline of a program—— 

Mr. Wuirren. That they wanted to da—— 

Mr. Bravery. This would accomplish that 

Mr. Wuirren. And in the absence of this there was no authority 
to do it like they wanted to do it? 

Mr. Brap.ey. That is correct. 

Mr. Wuirren. But this is completely different, this language which 
ou tell us would be essential if this program is to be carried out as 
ad been projected here. And the way you brought it down here is 

different from what the Government ordinarily does. 

Mr. Bravery. That is beyond my knowledge. 

Mr. Norreu. Any other questions of the attorney? 

If not I think you might be excused, if you would like. 

Mr. Brapuey. Thank you. 

Mr. Norrewu. These are questions, Mr. Howse, that have come to 
my mind as a result of the questions being asked by the various 
members. 

You mentioned that several States involved here have laws which 
prevent them from participating in the indemnity program. I think 
we ought to have your opinion as to whether or not these laws should 
be changed or the restrictions changed so that they could participate 
in the program in a more substantial way. 

Mr. Howssz. Mr. Norrell, my opinion is that they probably cannot 
be. They are, as I understand them, constitutional restrictions. 

Mr. Norrewu. Well, there is such a thing as a constitution being 
amended. 
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Mr. Howse. There is. But again if the element of speed or emer- 
gency has any part in this program that pretty well rules out the 
change. 

Mr. Norre.u. There has been no effort made to do that so far as 
you know? 


EXTENT OF STATE AND LOCAL PARTICIPA’ ION 


Mr. Howse. There has been no effort made to do it. But I should 
say that the principle of State and local participation in my opinion 
is a very sound one. I think that participation can be had on an 
over-all dollar basis just as effectively without the delay or changing 
constitutional restrictions. 

Mr. Norrety. All right. What type of flood damage will be 
covered by the insurance if it is adopted? Would it cover losses of 
soil, drainage ditches, and things of that nature? 

Mr. Howse. Probably not. 

Mr. Norrety. You don’t know at this time? 

Mr. Howse. I don’t know, but my guess would be not, if I had 
to make a guess. 

Mr. Norre.tit. Now you mentioned that private insurance com- 
panies are not interested in flood control because of problems, such 
as having to operate under 48 different State laws and regulations. 
Wouldn’t these same difficulties face the Federal Government if it 
got into the field of insurance? 

Mr. Howse. Mr. Chairman, without trying to correct you, might 
I change your quotation of my remarks to read “not that they were 
not interested, but that they were unable at the moment to get into 
the picture’? I think they are very much interested. They have 
been trying to think how to get into the picture. 

Mr. Norrewu. The change is all right. Now you can answer the 
other question. 

Mr. Howse. I understand that a recent decision of the Supreme 
Court has classified insurance as an interstate matter. And I don’t 
see that problem arising, no. 

Mr. Norre vu. In other words, that being true, you could ingore 
any individual State law or regulation and proceed to do what you 
want to? 

Mr. Howse. That would be my understanding; yes. 


BANK PARTICIPATION IN LOANS 


Mr. Norre xt. Are the local banks interested in participating with 
RFC in the loan programs? 

Mr. Howss. My understanding is that they are. Could I defer to 
Mr. Bukowski, who is here and perhaps better informed on that subject 
than I was? 

Mr. Norrevu. Have any arrangements been made with them at all, 
even any preliminary arrangements? 

Mr. Howse. Well, they are participating now to the extent of 
accepting applications and acting as a point of contact in their 
communities as a public gesture and without charge. And in some of 
the larger loans they are, as I understand it, participating in the ex- 
posure of the risk, and also in the profit, if any, or the interest. The 
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bulk of the loans which are disaster loans, as I understand it, the RFC 
cannot participate with local banks in disaster loans under their 
present authority. 

Now again the RFC people are here, and that’s somewhat of a 
technical subject, and I am not sure that I am completely informed 
on it. 

Mr. Norrewu. You can’t advise the committee, then, just to what 
extent the banks are participating or even will participate in any of 
the activities that you propose here? 

Mr. Howse. Well, I would say the local banks are completely 
willing to participate, certainly to the extent of furnishing their 
facilities without charge for the filing of applications and the handling 
of claims and the originating of loans. 

Mr. Norrewu. That covers indemnities? 

Mr. Howse. Yes. 

Mr. Norre wu. It covers rehabilitation? 

Mr. Howse. Yes. 

Mr. Norreu. It covers debt service? 

Mr. Howse. Yes. 

Mr. Norrevyi. Do you have any written communications from them 
making any kind of proposition? 

Mr. Howser. We don’t. But we have on the membership of both 
these State committees and on the membership of the Finance Advis- 
ory Committee about which I spoke to you yesterday that is in Kansas 
City under the chairmanship of the Federal Reserve bank president— 
on those committees we have the presidents of both State bankers 
associations. And they have agreed to this program. 

Mr. Norretyi. You have no individual commitments, though, 
from the banks that would be necessarily in charge throughout the 
area? 

Mr. Howse. No. 

Mr. Norretu. I see. You have no documents then regarding 
such matters as this that you could include in the record? 

Mr. Howse. None. 

Mr. Norrett. I have reference to any agreements that may have 
been reached with the banks out there. You have made none, have 
you? 

Mr. Howse. No. 

Mr. Norrewu. One thing about the precedent that this would set. 
Now, as I understand it, this is for an area. I was insisting yesterday 
on knowing just where you intend to spend this money if it is allowed. 
Now in section 2 of your justifications you have a map which shows 
the rivers and the flood. It covers Kansas and Missouri and Illinois 
and a little of Oklahoma. Now I can’t tell—and nobody else can, 
including you—where the area would be just bv looking at that map. 

Then in the letter to Mr. Foley from the President on July 14, 1951, 
he refers to the area as being Kansas and Missouri. Then in another 
document dated July 19 by the President-—and this is a press release— 
he says the Middle West. Later on in another document you will 
find it isn’t defined but referred to as something else. Then on July 
24 in a communication to you he mentioned Kansas, Missouri, and 
the Mississippi Valley. Now, then, if the program is not going to 
cover the entire United States I think we have got to describe the 
affected area—the number of counties in Missouri, Kansas, Illinois, 
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if it reaches there, and Oklahoma. You have got to define it just 
like you define the land in a deed. I would like you to do that and 
tell us exactly where this area is. 

And then, getting back to the precedent, I am concerned about 
that. If we have a similar situation next year, we will say, in the 
West, the precedent would be set, would it not, to administer this 
same relief out there in that area? 

Mr. Howse. Well, Mr. Norrell, 1 would be less than frank with 
you if lanswered “No.’’ Certainly it would be. On the other hand, if 
we have a system of flood insurance it occurs to me that there would 
not be the occasion for this sort of a problem in the future. 

Mr. Norrewu. Well, you couldn’t expect flood insurance to reach 
a maximum degree of effectiveness in that short period. It would 
take some time. 

Mr. Howse. Not its maximum degree, certainly. But I would 
think a very high degree. 

Mr. Norreui. Then you cannot picture in your mind—and I am 
not going to carry this any further—any set of circumstances where 
this would constitute a precedent in the near future? 

Mr. Howse. Well, I think if we had another earthquake on the 
west coast and we were still at war and the entire west coast was laid 
prostrate | would think probably that would be something that would 
have to be handled on an individual basis. 

Mr. Norre ut. If we are justified in inaugurating the program 
because of this national need, then a fire such as those in Chicago or 
Boston or an earthquake or anything like that would be equivalent 
to a flood and we would be justified in doing something for it. 

Mr. Howser. Well, I don’t know whether my own thinking is as 
clear on the subject as I wish it was. But in my own personal view 
any of these catastrophes for which a man can purchase insurance 
and protect himself, those kinds of hazards it seems to me need not 
again receive this kind of attention. On the other hand I must 
point out to you again that in our entire history this is not only the 
greatest single disaster but this is greater in total than all of the floods 
since 1902. And if again we should experieice a national calamity of 
this magnitude at a time when we were at war I would be less than 
frank with you if I didn’t say that if I were still here I would probably 
be right back up here across the table from you again with essentially 
these same arguments. 

Mr. Norrewu. Well, this is just as bad as could be, but we have 
had other areas where it certainly has been bad—such as San Fran- 
cisco earthquake, the flood we had several years ago down in the 
southern part of Texas—the Chicago and Boston fires—and others 
that I can mention. 


FINANCIAL ASPECTS OF INSURANCE PROGRAM 


Getting into the insurance program, I would like for you to give 
us just a brief statement as to how you think this program might be 
made self-supporting. Even though you collect the money you men- 
tioned yesterday, $150,000,000 a year, won’t the claims each year 
reasonably consume that and possibly more? 

Mr. Howse. I am informed by representatives of the insurance 
industry, who are presently holding meetings within their own com- 
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panies on this subject and have retained an insurance engineering 
firm to come up with some sort of an actuarial table of rates state- 
ment, that on a national basis within a 5-year period of time, barring 
losses of any catastrophic nature such as this one, they could get that 
fund standing on its own feet, and it wouldn’t cost the Federal Govern- 
ment a penny. Now if we have another one of these kind of floods 
before they get a reserve accumulated, then we are in trouble. 

Mr. Norreti. Am I correct in saying that this insurance would not 
be like the crop insurance? If I have some land in some State where 
they never have a flood I necessarily won’t take out the insurance. 
But if I own land where I have a flood every year or so I would take 
out the insurance, because I would be a potential claimant. I wish 
you would comment on that a little. 

Mr. Howse. Well, as I explained yesterday, Mr. Norrell, it depends 
directly on the extent of exposure described in the coverage. If the 
insurance is made broad enough to include different types of water 
damage—and I am told by the insurance people that it can be made 
so broad, that it can be made that broad—then it can be sold on a much 
wider basis and the premium income can be much greater if the expo- 
sure is spread over a much larger area, and there is a very excellent 
chance of the program being self-supporting. 

Mr. Norrett. All right. I believe yesterday you stated you had 
eliminated certain amounts and phases of the original proposal that 
you had, especially regarding the humanitarian angle of the program, 
since the submission of the President’s message to Congress on August 
20. Shouldn’t that reduce the amount of $400,000,000 accordingly, 
or did you have more in the beginning than $400,000,000? Which 
way does it work? 

Mr. Howser. I would say there was at the time the President’s 
message went into the Congress—at that time we had a total of about 
$1,000,000,000 in losses in mind, and we did not at that time under- 
stand the extent of the damage. I would say to you that analyzing 
the loss tables and using the losses in connection only with productive 
plant again—home, farm, or business—and eliminating personal prop- 
erty, household goods, crops, inventories, livestock and receivables, 
the $400,000,000 now works out about right. 

Mr. Norre.t. So this readjustment left your $400,000,000 where 
it is today? 

Mr. Howse. Yes. 

Mr. Norre tu. The green sheets before the committee cover the 
personnel and administrative costs of the central coordinating group. 
When can we expect to receive similar information for the other 
participating agencies such as the RFC, Agriculture and Housing and 
Home Finance Agency? 

Mr. Howse. Well, these gentlemen are here and I don’t know that 
I can speak for them. 

Mr. Norre tu. All! right. I wish you would refer to the green 
sheet a minute. I notice—the page is not numbered here—you have 
meee $400,000,000, and then you have deducted $500,000. Is that 

Mr. Howse. That is correct. 

Mr. Norretu. Your personnel here has been deducted. And that 
is the reason that item is $189,716,500? 

Mr. Howse. That’s my understanding; yes, sir. 
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Mr. Norre.u. The ‘same is true regarding the loans and the 
insurance? 

Mr. Howse. That is my understanding; yes, sir. 

Mr. Norretu. Now the RFC is to handle the insurance program; 
I believe you testified a while ago that this was true? 

Mr. Howse. Yes. 

Mr. Norretu. Has RFC definitely agreed to that? 

Mr. Howse. Well, Mr. Bukowski is here and he can speak for the 
RFC. 

Mr. Norre.u. I would like for the record to show whether or not 
they have definitely agreed to handle it if the program is adopted. 

Mr. Buxowskr. The RFC’s position is that it will undertake to 
perform any part of this program that may be assigned if this legisla- 
tion is adopted and appropriation made. 

Mr. Norrewu. Are there any other questions to be propounded to 
the witness? 

Mr. Wuirten. Yes. 

First I would like to know, Mr. Bukowski, what experience you 
have had in the insurance field in the RFC. 

Mr. Buxowsk1. The RFC has administered during the war the 
War Damage Corporation for a number of years. 

Mr. Wuirren. Fortunately we had no claims arising in the con- 
tinental United States or Territories. 

Mr. Burxowsk1. That is correct. 

Mr. Wuirren. I understood Mr. Howse here to say that some of 
these major insurance companies that had consulted with him indi- 
cated that by making these policies sufficient!y broad in a very short 
time it could become self-sufficient. Did they explain why they 
hadn’t gotten into this field, if that is their decided opinion? 

Mr. Howse. Yes; they did, Mr. Whitten. And as I testified 
yesterday, it will take about 5 years to accumulate the reserves neces- 
sary to make the program self-supporting. 

Mr. Wuirren. Is that your own view, or whose is it? 

Mr. Howse. That is their view. 

Mr. Wuirren. Would you mind giving us the names of those 
companies? The reason I asked, I have dealt with the crop insurance 
program, which utterly failed, and the Congress had to stop it. And 
the only crop insurance you have now is strictly experimental with a 
very few selected counties to see if it ever could be made workable. 
That is all we have now. 

Mr. Howse. I would be very happy to give his name. I wonder 
if I could give his name off the record. 

Mr. Wuirtren. You don’t mean someone individually? 

Mr. Howse. Representing the association. 

Mr. Wuitren. You may have it off the record if the chairman 
agrees. 

“Mr. Howse. The reason I want it off the record is that this man 
has been appointed by the insurance executives association and he 
has not yet cleared their viewpoint through the mutual or reciprocal 
companies, and we would like to get them all lined up in the same 
bracket before we quote the entire industry. 

(Discussion off the record.) 
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Mr. Wuirren. I am glad to hear them express that interest. al 
Maybe we can get them to go into the field, because it would be most tl 
helpful to have people carry this insurance. Ww 

Mr. Howse. He was for years the executive vice president of the St 
War Damage Corporation on leave without pay from his company. b 
And he represents 95 percent of the casualty underwriters by volume st 
in this country. W 

Mr. Wuirren. Now you will agree, I take it, that since this has c 
to do with the future and the best opinion you have is from a man 
who is not even in position to be quoted since he has not cleared this k 
matter with his folks, and since the whole concept of this insurance q 
corporation is in such a embryonic stage, it would be most inappro- I 
priate for this committee to approve $50,000,000 at this stage without Q 
any authority in law, would you not? ¢ 

Mr. Howse. No, Mr. Whitten, I would not. I 

Mr. Warren. You think under those circumstances we should c 
give you the $50,000,000 now? 

Mr. Howss. It isn’t as embryonic as your language suggests. ] 


Mr. Wuirten. Is it as embryonic as your language suggests that 
you have just put in the record? 

Mr. Howssr. I thought I got it past the embryonic stage. Maybe 
I didn’t. But my understanding is that after this week when they 
have to report on the insurance—and they have been on this now for 
about 6 weeks—that after this week they will be in a position to talk 
very specific terms. 

Mr. Wuirren. Don’t you think the Congress of the United States 
ought to have some specific terms before we give you $50,000,000 with- 
out authority of law? I would like to know your opinion. 

Mr. Howse. Mr. Whitten, as I have said——— 

Mr. Wuirren. Now you are going to get to those specific remarks 
you suggest, in the next week or so. But you say we ought to give 
you $50,000,000 before you get to them. And there is no authority 
of law, as your man just stated here. Is that your idea of what we 
should do? 

Mr. Howse. Yes. 

Mr. Wurrten. That is all. 

Mr. Norre.u. Any other questions? 

Mr. Furcolo? 

Mr. Furcoxo. It looks somewhat to me as though immediately 
after this flood, or whatever + pen want to call it, someone made a 
we can straighten this thing out, get these ok 

them started, if we are | 
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about a figure of $400,000,000. I would like to know whether or not 
that represents your general viewpoint. And in addition to that I 
would like to know whether your figure of $400,000,000 would be the 
same or greater or less if the law imposed restrictions saying it must 
be solely on the basis of need? If the need question is out, and it is 
solely on the basis of putting this operation back into a going state, 
will the figure be changed? I don’t know if I have made myself 
clear or not. 

Mr. Howse. Well, I don’t know whether you did either. I don’t 
know whether I understand the question, because there were several 
questions in one. But I want to do the best I can with them, Mr. 
Furcolo. And answering the first question first, there hasn’t been 
any attempt insofar as 1 am aware to make anybody happy in this 
deal. I don’t believe that even this kind of a program is going to 
make ine people in the Midwest feel that they are being well taken 
care of. 

Mr. Furcoto. I don’t think anyone is going to be made happy. 
It is just the question of easing their misery as much as possible. 

Mr. Howse. That’s right. 1 have repeatedly said yesterday and 
today that insofar as I am personally concerned I would recommend 
Se protentive restrictions that could be written into the legislation. 

r, Furcoito. That is what I am getting at. What I am interested 
in is this: I am trying to get these people back on their feet, for what- 
ever the reason may be. I am also interested in seeing it done with 
as little money as possible and as officiently es possible. It may be 
that the best way of doing that is exactly the way I mentioned, 

ibly somebody going in there with a free hand and straightening 


it out. On the other hand, it may be that it can be done more effi- 


ciently and with less expense if these restrictions are put in. That is 
what I would like to get from you if I can: which is the better method? 
Mr. Howsp. I will say to you that the discussions these past few 
days have developed some thinking in my own mind from the stand- 
int of the committee, with which I am in complete accord. And 
would further say that in my personal view it would be improper 
to deal with these people on an individual basis or on a catch-as- 
eatch-can basis. I would think some standard should be employed 
by which they can all be dealt with in an equal or similar manner. 
Now, as opposed to that, as I have repeatedly said, the prime 
essential in this entire program is speed. And, if aid is not forth- 


- coming quickly, then I think you had just as well let them dig out 


under their own steam. And, because speed is the Nu. 1 ingredient 
my view, I would like to see such protective restrictions as may 
be written mto the legislation, but written in such a manner as to 
10t impede the speed of the administration. 
That is a long answer to a long question. 
Mr. Norreiu. Any other questions? 
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DeEPARTMENT OF AGRICULTURE 


WITNESSES 


HON. CHARLES F. BRANNAN, SECRETARY, DEPARTMENT OF AGRI- 
CULTURE 


HERBERT J. WATERS, ASSISTANT TO THE UNDER SECRETARY OF 
AGRICULTURE 

RALPH ROBERTS, DIRECTOR OF BUDGET AND FINANCE, DEPART- 
MENT OF AGRICULTURE 

ROBERT P. BEACH, BUDGET DIRECTOR, PRODUCTION AND MAR- 
KETING ADMINISTRATION, DEPARTMENT OF AGRICULTURE 

DONALD A. WILLIAMS, CHIEF OF OPERATIONS, SOIL CONSERVA- 
TION SERVICE, DEPARTMENT OF AGRICULTURE 

CARL BROWN, ACTING CHIEF OF WATER CONSERVATION, SOIL 
CONSERVATION SERVICE, DEPARTMENT OF AGRICULTURE 

DILLARD B. LASSETER, DIRECTOR OF FARMERS HOME ADMINIS- 
TRATION, DEPARTMENT OF AGRICULTURE 


Mr. Norrewu. We are glad to have the Secretary of Agriculture 
here. And, on behalf of the committee, I would like to say to you, 
Mr. Brannan, | regret that we did not reach you on scheduled time, 
and I hope you will pardon us. I know you are busy, and it was not 
the intent of the committee to get you down here a minute before we 
could hear you. 

Secretary Brannan. Thank you, Mr. Chairman, and please be 
assured that I thoroughly understand the workings of the committee, 
and I am not at all offended, disturbed, or inconvenienced by the 
fact that I sat around and listened awhile. In fact, I think it has 
done some good. 

Mr. Norre.ui. You may read your statement or file it, whichever 
you wish, Mr. Brannan. 

Secretary BRANNAN. Mr. Chairman, we have carefully put into 
the statement the things I want to say. 

Mr. Norretu. Either way, Mr. Secretary. 

Secretary Brannan. And, if I were to file the statement and at- 
tempt to cover it orally, I think I would take almost as much time. 

Mr. Norre.t. Fine. Let us have it the way you prefer. 

Secretary Brannan. It shouldn’t exceed 15 minutes. 

Mr. Norre.t. It is all right. It doesn’t make any difference how 
long it takes. 

Secretary Brannan. I appreciate this opportunity to discuss the 
staggering blow suffcred by the agricultural economy of a large and 
highly productive Midwest area during the summer flood disaster, 
and the urgent need for rehabilitation assistance that has been left 
in its wake. 

Colonel Howse has very ably reviewed the tremendous extent of 
the damages incurred by both urban and rural areas and has recom- 
mended what we believe is a sound and necessary program of rehabil- 
itation. He has shown a very thorough understanding of the acute 
problems confronting agriculture in the stricken area. The Depart- 
ment of Agriculture has worked closely with Colonel Howse and his 
staff in developing the portions of the program pertaining to agri- 
culture. We strongly concur in his recommendations, as exemplified 
in House Document 228. 
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I am sure that every member of this subcommittee and every 
Member of the Congress shares with us in the Department of Agri- 
culture a deep sympathy and concern for all the families, rural and 
urban alike, who have suffered personal harship and heavy financial 
loss in the Midwest flood disaster. The Congress expressed that 
concern by apeedily providing funds to supplement local efforts for 
emergency relief. The Department of Agriculture, along with other 
agencies of our Government, exerted every effort toward utilizing to 
the maximum extent possible, under existing authorizations, all of 
our facilities and personnel available to alleviate suffering and hard- 
ship during the critical emergency period. 

The extent of this disaster has been so severe, however, that all 
that could be done and all that has been done appears as but a drop 
in the bucket to the over-all need for assistance that still exists. 


REPAYMENT OF LOSSES 


As Colonel Howse has explained to you, we have not approached the 
larger job that remains from the standpoint of individual relief or 
repayment of losses. Instead, we have approached it entirely from 
the standpoint of restoring productive capacity believed necessary 
in the interest of the entire Nation. The entire Nation’s economy 
has suffered from the heavy flood loss, not just the economy of the 
Midwest region alone. And the Nation, not just the stricken area 
of the Midwest, will benefit from whatever can be done to expedite 
restoration of the flooded region’s important productive resources 
and facilities—agricultural as well as industrial. 

It is the public’s interest upon which the proposed rehabilitation 
measures for agriculture have oes based. Quite frankly, the Nation 
urgently needs the production of food and feed which this region is 
capable of providing. 

We are certainly not unmindful of the tremendous impact upon 
agriculture of the $111,000,000 worth of growing crops destroyed or 
damaged in the inundated area alone, as well as the additional 
$274,000,000 worth of crops completely lost or damaged by rain, 
hail, or wind in areas not inundated. Colonel Howse has testified 
how seriously that loss of feed has hit our potential meat supply. 
But no indemnification of any kind has been proposed for this loss. 


CROP INSURANCE COVERAGE 


Fortunately, our crop-insurance program served to ease the loss 
to a limited extent for farmers with the foresight to take advantage 
of that protection in the counties where it was available. However, 
such crop-insurance indemnities are expected to amount to less than 
1 percent of the total crop loss. Crop insurance coverage is limited to 
investment in the crop or ‘‘out-of-pocket costs.’’ Farmer participation 
in various Kansas counties ranged from as low as 6 percent to as high 
as 65 percent, with the average coverage per acre in dollars varying 
from $7.60 to $22.12. The figures are typical of participation and 
coverage in the other States in the flood region. I aim sure you under- 
stand that, such crop insurance is not Government disaster relief; 
it is insurance paid for by the farmers themselves, paying its claims 
out of the premiums, 
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We are concerned now with the future, not with the past. There 
is nothing that can now be done about crops that are gone or about 
livestock that has been killed. 

But there is something that can be done about getting the damaged 
land itself back into shape to be able to produce again next year, and 
about providing the stricken farmer with the production facilities 
and operating credit he will need to restore that production. 

That’s really all we are endeavoring to do—to protect the Nation’s 
interest im maintainmg an adequate food supply, by restoring pro- 
ductive capacity of the stricken agricultural area. 

I am sure this subcommittee fully appreciates that the present 
international! situation calls for high levels of agricultural production. 
Any appreciable loss in the number of acres available for growing crops 
could result in diminishing our food production to such an extent as 
to endanger the internal security of this Nation as well as its position 
in international affairs. 

Hundreds of thousands of acres of the richest and most productive 
agricultural land in the Nation can be brought back into production 
for the crop year 1952 if immediate measures are taken to assist 
farmers in carrying out land-restoration measures and otherwise 
reestablishing the productive capacity of their farms. 

Unless rehabilitation work can be undertaken immediately, however, 
production on much of the farm land in the stricken area will be lost 
for the next year as well as this year. 

We believe we have done everything possible within our existing 
authority and available funds to assist in such rehabilitation. 


ASSISTANCE FROM DISASTER LOAN FUND 


The Farmers Home Administration has already made assistance 
available from the disaster loan revolving fund, but that fund is not 
now adequate to fulfill the anticipated requirements. 

The Farm Credit Administration is giving extensions on loans 
already made, and additional Government capital has been put into 
the production-credit associations in the stricken area to enable them 
to increase their lending capacity. 

Trained conservationists of the Soil Conservation Service have been 
providing technical guidance in laying out rehabilitation efforts for 
individual farms and farming areas, as well as getting a start on up- 
stream channel-clearance work under an allocation of $150,000 from 
the emergency flood-control funds available to the Department. With 
that limited amount, however, they have only been able to scratch the 
surface of work that needs to be performed by contract in stream 
channels and other waterways in which the damages and benefits 
cannot be apportioned to individual farms. 


AGRICULTURAL CONSERVATION PROGRAM 


The Production and Marketing Administration, through its agricul- 
tura! conservation program, has been working directly with farmers 
in disaster areas in the job of planning and carrying out conservation 
practices which reclaim flooded farm land for future production. Agri- 
cultural conservation program practices have been adjusted and re- 
vised to fit into current needs of farmers in the flooded areas, although 
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the extent to which payments are available to individual farmers to 
cover part of the cost of carrying out practices which will reclaim 
flooded land is limited to the normal agricultural conservation pro- 
gram allocations to the stricken States. 


REA ASSISTANCE IN THE FLOOD 


The Rural Electrification Administration sent engineers into the 
flood area to help restore electric-power service as soon as facilities 
could be repaired, and no special loan funds have been advanced to 
electric cooperatives needing such assistance to finance restoration of 
service. 

An emergency livestock-feeding program was established and is still 
being conducted in some areas through the PMA, under which grants 
of livestock feed were made available from CCC supplies in Kansas, 
Missouri, Oklahoma, and parts of southern Illinois, financed under an 
allocation from the emergency relief appropriation. Such livestock- 
feed grants were on a strictly temporary basis to prevent any further 
loss of livestock. 

Yet, with all that has already been done to ease the impact of the 
flood, all of our surveys of the stricken region show the greatest job still 
remains to be done—the job of getting badly damaged farms back on 
a producing basis. 

We know how great that job is going to be. Our estimates of the 
extent of damages in agricultural areas and the extent of assistance 
that will be required to restore the region’s productive capacity are 
the results of farm-by-farm, county-by-county, State-by-State ap- 
praisals of the situation by our State and county agricultural-mobili- 
zation committees, which are composed of the heads of all Federal and 
State agricultural agencies operating in any State or county. 

These committees have done a magnificent job of responding to the 
emergency, coordinating all emergency efforts in the rural areas and 
formulating from the farm level itself recommendations as to what 
must be done to get the stricken region back into full production. 
Detailed reports on damage and estimates of immediate assistance 
required have been made available to us from every county in the 
area which this measure would cover. 

These reports have been checked and rechecked as the floodwaters 
receded and the huge task of rehabilitation got under way. I believe 
they are the best possible appraisals of the situation as it now exists in 
the devastated agricultural districts. 


AGRICULTURE'S FOUR-POINT PROGRAM 


It is on the basis of these reports that the Department of Agriculture 
has developed a four-point program of direct aid for restormg produc- 
tivity of farm lan1 that will require expenditure of $20,190,000, in 
addition to the $30,000,000 we recommend be made available for 
disaster loans to farmers unable to secure credit from other sources. 
Both our proposals for farm-land restoration and the disaster loans 
are entirely aside from the partial indemnification proposal outlined by 
Colonel Howse, confined to those whose remaining assets, if any, are 
insufficient to finance their return to productivity. Each serves a 
specific need in meeting the over-all problem, and there is no over- 
lapping or duplication of assistance involved. 
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The whole problem raised by this natural catastrophe is not to be 
considered alone on the basis of the land and other property resources. 
Human resources are also involved. One of the direct effects of such 
widespread natural disaster is in the hardships it works on the farm 
families involved. They return to their homes and the buildings 
that make up their “farm factory” to find all of the devastation con- 
fronted in city areas. But they face hardship and loss much greater 
than that. A year’s work obliterated, they have no chance to try 
again for another year—until 1952. 

Their original investment is gone, their major income for the year 
is wiped out, feed for their livestock is impaired, and they lose their 
credit standing. Meanwhile, in addition to their regular run of farm 
work, they face heavy tasks of rehabilitation. They must rebuild, 
or repair old buildings: re-equip or repair old equipment; re-clear and 
re-enrich their land; re-fence, re-terrace, re-ditch, re-seed. They must 
carry this extra work with the hope of getting back on their feet again. 

The wiping out of*the farmer’s investment in his crops and of his 
major source of income for the year lowers his status as a risk in the 
eyes of commercial credit channels. Not only does he face difficulty 
in obtaining credit to tide him over, but his dire straits incline those 
who sell him necessary goods to insist on cash payment. The extent 
of the harm to farm economy resulting from this cannot readily be 
put into dollar estimates. But credit is basic to farm operations, and 
extra effort on the part of the Government in the provision of credit 
becomes imperative. 

The difficult straits on the farms directly affect the business of the 
farm communities and the industries in the area which depend upon 
the farms for their raw materials and their customers. A stoppage of 
of farm income tends to slow down and work hardship upon, if not 
dry up, villages adjoining or within an area. What affects the farmer 
affects the whole economy of the region. As a nation cannot be 
strong without a healthy agriculture, neither can any section of the 
country whose major industry is agriculture. 

All of the projects we have proposed for restoring productive capac- 
ity of farm land in the flood-stricken area are related, and closely 
linked with each other. 

While there is extreme urgency to get restoration work started on 
individual farms, for example, much of it cannot be undertaken until 
some provision has been made for emergency restoration of channel 
capacity in tributary streams and waterways affecting more than 
individual farms. 

The runoff and floodwaters deposited sediment and debris in the 
channels of many tributary streams, waterways, and ditches. With 
inadequate channel capacity to carry the water, it broke through 
the stream banks and flooded over adjacent bottomlands. Portions 
of the channels of many streams are still filled with the sediment and 
other debris. Before farmers can safely reclaim the adjacent lands 
and get them back into production, the carrying capacity of channels 
must be restored and actual and imminent break-outs and ¢ut-offs 
must be plugged so that the runoff from storms of frequent intensity 
and volume can be carried off without repeated flooding of adjacent 
bottomlands. Large gullies caused by the runoff need to be checked 
to prevent rapid headward growth, and emergency measures are re- 
quired to contain sediment until conservation measures on uplands 
can be established. 
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Such work affects groups of farmers and communities and cannot 
be accomplizhed by individual farmers. It must be done quickly if 
the lands are to go back into needed immediate production. We 
propose that such emergency work would be carried out by the Soil 
Conservation Service with its regular field organization, adjusted to 
the extent necessary to handle the additional workload, in cooperation 
with local units of Government. The Soil Conservation Service 
would prepare the necessary plans, designs, and specifications and 
arrange for contractual accomplishment of the work whenever pos- 
sible. The $1,960,000 requested for this off-farm channe! capacity 
work would be used principally for contract work, with only $155,400 
used for personal services of technicians required. 

But the biggest job to be done is on the farms themselves. 

Experience has indicated that cooperation of the Federal Govern- 
ment through financial assistance to farmers on specified practices 
needed for restoration of the agricultural land will expedite farmer 
participation in the rehabilitation effort. 

It is planned to offer assistance to farmers on the basis of farm needs 
as established by the farmer in consultation with his local county 
committee of the Production and Marketing Administration. The 
rate of assistance for urgently needed practices to restore the agri- 
cultural economy in the flood area generally will not exceed 80 percent 
of the cash cost of the necessary work. Farmers will furnish necessary 
labor. The contribution of the Government toward the cost of 
carrying out these emergency practices is about 30 percent more than 
the assistance provided for practices under the regular agricultural 
conservation program. 


FINANCIAL DETAILS OF AGRICULTURAL PROGRAM 


We estimate that it will require $3,700,000 to establish or reestablish 
pastures, hay, forage, and cover crops, including such light applications 
of minerals as are necessary. Latest reports indicate that more than 
596,000 acres of land should be seeded to desirable grass-legume mix- 
ture or a type of cover that will provide grazing this fall and winter. 
In this type of restoration work, only a very short time remains in the 
fall of 1951 for these seedings. 

An estimated 1,000,000 acres of bottomland in the flood area that 
was ditched before the disaster will need extensive clearing or reditch- 
ing operations. In those cases where channels have shifted and left 
pockets of stagnant water on good land, it will be necessary to provide 
for draining these stagnant pools so that the soil may be put back 
into use. We estimate it will require assistance of $5,000,000 to 
accomplish such reditching and clearing of open field drains. 

It will be necessary to clean or replace wells and livestock ponds 
that support a valuable livestock industry, and we have included an 
estimate of $1,500,000 in our program for rehabilitation of such stock 
water facilities. 

Our estimates also include $4,500,000 for restoration of terraces, 
fences, erosion control measures, and clearing debris from flooded land. 

An additional $620,000 will be required for technical assistance to 
farmers for repair and rehabilitation of storm and flood damaged 
farm land. 
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Such direct and indirect assistance to farmers, however, cannot 
supplement the urgent need for adequate credit to get their farms 
back into production. 

Farm operators are in immediate need of credit with which to place 
their farming operations on a going basis. There will be an extensive 
need for loans in the early spring months to meet annual operating 
costs, in addition to the immediate on-the-farm needs. Many farmers, 
because of the extensive property damage suffered and the partial or 
total loss of farm income for the year, will require financial assistance 
in the form of emergency-type Government loans over a considerable 
period of time. In other words, it will likely take several years for 
many farmers in the stricken area to overcome the losses suffered so 
that they will be in a position to return to normal credit sources. 

It was for just such purposes that Public Law 38 was enacted by 
the Congress, providing for disaster loans. The disaster loan program 
is already functioning under the Farmers Home Administration. The 
only need is to provide sufficient additional funds, all of which will 
be repayable with interest. 

Many thousands of farm families in the flood-stricken areas who 
suffered heavy losses do not have funds available or a basis for obtain- 
ing necessary credit with which to replace or repair the property and 
continue in the farming business. Many of these farmers are tenant 
operators whose resources at the outset were very limited. The 
losses of livestock and destruction or damage to growing crops alone 
have resulted in the loss of a year’s income for many of these families. 
It is anticipated that many such farm families, including owners and 
tenants, will need grants to replace livestock, purchase feed, replace 
or repair farm buildings, replace and repair household furniture, and 
meet the cost of land restoration. There is also a need for grants in 
connection with rehabilitation of water-supply systems. 

The final phase of our program for flood relief and rehabilitation in 
agricultural areas concerns direct guidance and assistance to affected 
farm families through the Cooperative Agricultural Extension Service, 
for which $180,000 is asked. 

Individual family counsel and assistance will be required in connec- 
tion with the entire rehabilitation effort. The extent and nature of the 
job to be done is such that a very great amount of personal consulta- 
tion and guidance is necessary for the families involved over and above 
that which it will be possible to render through the existing extension 
staff in the counties involved. The nature of the requirements is 
such that intensive help is essential in the weeks immediately ahead 
in order that the families involved may be reasonably well equipped 
to go into the winter months with safe and sanitary homes, with shel- 
ter for their livestock, and with their equipment in shape to take care 
of such farm work as possible during the fall months. 

If this job is to be done on time and adequately, special help will 
be needed to give full time to such direct guidance and assistance. 
There are no extension funds available from Federal sources which 
can be allocated to the States to deal with a problem of this type. In 
view of the much more spectacular and easier discernible damages 
within the States involved which will require heavy State expendi- 
tures, for instance the repair and replacement of roads, bridges, and 
the like, it is quite improbable that any significant amount of State 
funds can be made available for equally essential but the less spectacu- 
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lar type of reconstruction and rehabilitation work needed on individual 
farms. 

This is an instance where a few dollars well spent in giving requisite 
guidance and assistance to affected individual farm families will 
result in very significant rehabilitation work being done contributing 
directly to human welfare and done largely through the resources and 
initiative of the farm families themselves. 

In conclusion I wish to call attention to the more detailed budget 
justifications submitted to you in support of our estimates of funds 
required to carry out our portion of the over-all program of flood 
rehabilitation in agricultural areas. 

We have been and are ready to swing into action immediately to 
carry out these rehabilitation efforts, for the limited time remaining 
in which such restoration work can be adequately accomplished, to 
assure next season’s productive use of much of the farm land in the 
stricken area, compels the utmost urgency. 

If any further detailed information is desired on any phases of this 
program, the heads of the agencies which will be directly concerned 
with carrying it out are available for any questioning that may assist 
this committee in its deliberations. 


ADDITIONAL PERSONNEL REQUIRED 


In addition to the more elaborate justification with an outline of 
the number of employees required, and so forth, to which I made 
reference a moment ago, and which is before each member of the 
committee, we also have available, if the committee wishes it, a state- 
ment of the legal authority under which we would be authorized to 
carry out such of these functions as we have outlined in our proposal, 
and also a statement of all funds which the Department of Agriculture 
has through emergency feed programs or any of its resources had 
available or has utilized in this area. 

_ Thank you, Mr. Chairman. 

Mr. Norre.tu. Now, Mr. Secretary, before I commence, I assume 
that Mr. Waters will be here through the remainder of the hearings, 
and any questions that might be propounded to you could be pro- 
pounded to him, and he could give the same answers; is that correct? 

Secretary BRANNAN. That is right, sir. 

May I also say, Mr. Chairman, that downstairs we have had stand- 
ing by one representative of the Production and Marketing Admin- 
istration, the Extension Service, two from the Soil Conservation Serv- 
ice, and Mr. Lasseter has come in here. 

Mr. Norrewv. So they will be available after you have finished. 
I just wanted the committee members to know that any questions 
they wanted to ask of the Agriculture Department could be pro- 
pounded to Mr. Waters. 

Secretary Brannan. Mr. Chairman, if it would expedite matters, 
it might be advisable to bring the representatives up from down- 
stairs at this time, or whenever you see fit. 

Mr. Norre.u. We will try to get through with you this afternoon. 

Now, one question I want to ask at this point is this: Your part in 
this program is set forth on page 13 of the justifications and amounts 
to $55,000,000; is that correct? 

Secretary BRANNAN. That is correct, sir. 
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Mr. Norrett. I notice the document that has just been presented 
to us by your, on page 2. The total shows $50,190,000. Now, do I 
understand that the amount for farmers for your Department has 
been reduced by the difference between $55,000,000 and $50,190,000? 

Secretary Brannan. Yes, Mr. Norrell, we have no indemnification 
provided for in this sum of $50,190,000. The $55,000,000 shown in 
Mr. Howse’s submission does not include funds for the disaster 
loan program, but does include funds for the total indemnification 
program. 

Mr. Norreuu. That is a correct interpretation of it? 

Secretary BRANNAN. Yes. 

Mr. Norre.u. Now, the crop insurance I presume has been ade- 
quate to take care of the loss of any crops that have been destroyed? 

Secretary Brannan. Mr. Chairman, unfortunately that is not 
correct. As Mr. Whitten pointed out, the crop-insurance program 
has just recently, within the last 3 years, about, been reinaugurated. 
Its early experience was not a successful experience. It has been 
reinaugurated on a limited scale. No State in the Union has all of 
its counties under crop insurance and all of the crops which the farmer 
might raise in this or any other area cannot be brought under the 
ap eencenen program. It is a very limited operation, as a matter 
ol fact. 

Mr. Norrevu. Would you advise the committee about the percent 
of insurance that you had in this crop-insurance field in this area? 

Secretary Brannan. I would say the claims we expect to pay 
amount to probably just a little less than 1 percent of the total crop 
damage. 

Mr. Norre.u. Do you plan on doing the most of this work with 
your regular permanent employees? 

retary BraNNAN. We will set up no new organizational staff 
in any way, shape, or form. There will be a reconcentration of some 
of our best-trained people for this kind of work, and there will be some 
filling in in the areas from which they were removed with new people. 

Mr. Norrevu. You do not plan to come back and ask for addi- 
tional personnel for the work other than that outlined here? 

Secretary Brannan. That is right, Mr. Chairman. 

Mr. Norrevy. How many applications have you received for loans 
from the disaster loan fund? 


APPLICATIONS FOR FARM LOANS 


Secretary Brannan. I am not sure of the current number of appli- 
cations, although the balance of the disaster loan revolving fund, on 
July 1, 1951, was $13,000,000. Receipts during the year are estimated 
at around $90,000,000. In Kansas, we made 363 loans for $427,612; 
in Oklahoma, 107 loans for $91,315; in Missouri, 118 loans for $124,835; 
Illinois, 8 loans for $5,730. 

Mr. Norrett. How many applications have you disapproved or 
taken action on? 

Secretary Brannan. I should like to call on Mr. Lasseter to answer 
that. 
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Mr. Lasserer. Mr. Chairman, I am D. B. Lasseter, Administrator 
of the Farmers Home Administration. 

We have not right now the right number of applications, but we have 
not yet turned down any application, and we have already loaned in this 
area, subsequent to the fund, somewhat over $600,000 so far. 

I would like to say that there have been many applicants in the 
offices there, but they have not made up their minds yet what they 
want to do. That is the situation now. 

Mr. Norretu. Let the record show that the gentleman who*is 
talking is Mr. D. B. Lasseter, Administrator of the Farmers Home 
Administration, Department of Agriculture. 

How much money do you have in the disaster-loan fund unallo- 
cated? 

UNALLOCATED FUNDS IN DISASTER-LOAN FUND 


Mr. Lasserer. Unallocated? We have approximately, as I think 
the Secretary said, $13,000,000. As of June 30, it was $15,000,000 
and we spent somewhat over $1,000,000 out there already. So I 
imagine that we have about $13,000,000 left as of today. 

Mr. Norretzi. And how much have you allocated or committed 
up to date to this flood area? 

Mr. Lasseter. Something over $1,000,000, just for their immediate 
use, Mr. Chairman, and we have already expended over $600,000 of 
that, most of it in Kansas, I think $425,000 of it in Kansas. 

I want to make one point, that we have not turned down a loan 
application on account of lack of funds. 

Mr. Norre.u. Very well, sir. 

I would like to know how much of the money that is mentioned in 
your estimate here will be paid to the farmer and how much will be 
expended in administering the loans. 

Secretary BRanNAN. Mr. Chairman, if you will turn to page 14, 
we get the first indication of that. On page 14, the four purposes 
for which we use the directly appropriated funds are outlined: On- 
farm assistance; the emergency restoration of channels; the grants to 
farm families unable to secure loans; the direct guidance and assistance 
to affected farm families, are listed there, adding up to $20,190,000. 

Then, Mr. Chairman, if you will turn to page 16, you will see a 
complete breakdown of the amount of money to be used by the Soil 
Conservation Service in carrying out its part of this work. The Soil 
Conservation Service will carry out all of the assignment under 
subparagraph (b) on page 14, and will carry out a portion of the work 
under subparagraph (a) on page 14. 

Mr. Norreuu. Mr. Secretary, that statement has just come in and 
I have not read it. I think that these pages should be inserted in the 
record. I think that we will insert pages 14 through 19 in the record 
at this point. 
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(The pages referred to are as follows:) 


REHABILITATION OF MIDWESTERN F.Loop-SrricKEN AREAS (ALLOCATION TO 


DEPARTMENT OF AGRICULTURE) 


Obligations by activities 





Description 


Estimate, 
1952 





1. DIRECT AID FOR RESTORING PRODUCTIVITY 


(a) On-farm assistance, through financial aid and technical services, to restore conservation 
measures and productive capacity of individual farms._.___....._..............-..--- 

(») Emergency restoration of channel capacity in tributary streams and waterways affect- 
ing more than individual farms, and related measures 

(c) Grants te farm families unable to secure loans for livestock, repair or replacement of 
essential farm buildings, household furniture, ete 

(d) Direct guidance and assistance to affected farm families, through the Cooperative Agri- 
cultural Extension Service 


Subtotal 
ll. THE LOAN PROGRAM 
(a) Disaster loans to farmers unable to secure credit from other sources for replacing or repair- 
ing farm homes and buildings, equipment and household furnishings, replacing live- 
stock, and meeting essential farm and operating expenses 
TT Noa ead hiigiccicihivccbulyntin ne ddulgnnnkuuueiapioedemtgibebetas oebie 


$16, 300, 000 
1, 960, 000 
1, 750, 000 

180, 000 
20, 190, 000 








* Does not include provision for any indemnity payments to farmers, covered elsewhere in connection 


with the justifications for the indemnity program generally. 


REHABILITATION OF MIDWESTERN FLoop-StrRickKEN AREAS (ALLOCATION TO 
DEPARTMENT OF AGRICULTURE—PRODUCTION AND MARKETIMG ADMINISTRA- 


TION) 
Obligations by objects 





Object classification 


Estimate, 
1952 





06 Printing and reproduction 
07 Other contractual services: 
Transfer to ‘‘Administrative expenses, sec. 392, Agricultural Adjustment Act of 
1938” for National and State Office operating expenses__..-.........-.......---.--- 
Transfer to ‘‘Local administration, sec. 388, Agricultural Adjustment Act of 1938”’ 
for county committee operating expenses --.-_..........-....----...----.----------- 
1) <Grpmte, smelted, Bnd MOmATIORIOOE vs. | isis in i sin Fo ws Sn eh hsb i bb 


Mpntey CURIS... 63 a aaa ak CS a ih RS idk en ck Sekt 


$7, 500 


30, 000 


947, 500 
14, 700, 000 


15, 685, 000 








at OOO OOO 
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REHABILITATION OF MIDWESTERN F Loop-Srricken Areas (ALLOCATION TO 
DEPARTMENT OF AGRICULTURE—SOIL CONSERVATION SERVICE) 


Obligations by objects 





Object classification wettest, 





Total number of full-time positions 
Full-time equivalent of all other positions 
Average number of all employees 


01 Personal services: 
Full-time positions 
Part-time and temporary positions 
Payment above basic rates 


Total personal services 


Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 
Supplies and materials 
Taxes and assessments 


Total obligations 








REHABILITATION OF MIDWESTERN FLoop-STRICKEN AREAS (ALLOCATION TO 
DEPARTMENT OF AGRICULTURE—FARMERS HoME ADMINISTRATION) 


Obligations by objects 





Object classification | Es — 





Full-time equivalent of all other positions 


| 101 

Average number of all employees P 101 
Personal services: | 

Part-time and temporary positions $321, 375 

iia ce he Keck ahs ideuis cu ceepindencn abegbe bo hdeos = p 46, 950 

Communication services | 2, 000 

Grauts, subsidies, and contributions 1, 750, 000 

sa Mei np aes aR As i top RES IRS Sep A a ape Ra 4, 675 

eS SO Ten MC, Oe DEE riers Oe) eel Oh eT er Wade) oe aE ET ge pes 438: | 29, 625, 000 


| ROUTE BF AES ts OE OS 87 Mee, EET! 98 ab Lh gk It eae OCs lee EE | 31, 750, 000 





REHABILITATION OF MIDWESTERN F.Loop-StrRicKEN AREAS (ALLOCATION TO 
DEPARTMENT OF AGRICULTURE—EXTENSION SERVICE) 


Obligations by objects 





Object classification | = it 





ll Grants, subsidies, and contributions (payments to State extension services). __._..._._- $180, 000 
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REHABILITATION OF MrpWESTERN F.Loop-SrrickEN AREAS (ALLOCATION TO 
DEPARTMENT OF AGRICULTURE—SUMMARY) 





Obligations by objects 
Object classification ate, 











CER Na nine i Mia aA ie BES PAR at 








SUMMARY OF PERSONAL SERVICES 






Total number of full-time positions 
Full-time equivalent of all other — oe ess ceeasteDecistesiaweew eae daecene oes 109 
Average number of all employees.- eee 
















01 Personal services: 
OND re iii ccwadicccutses csc ese ve OS ee ee a $631, 000 
Part-time and temporary positions passes CaduE 37! 

Payment above basic rates. __...................- i oeanbaules Fine Ths CSAS Sere eee 2, 000 






Total personal services 











NN ogee kins eebtieues be kek betecdceti i scck. cccsntetesee OK Beech 132, 950 
03 Transportation of things Sets PRS CLS NE Te OA SEE ee ey Peed RES POS RE ke BRYAN aon . 
Ce eI DROUIN ona ce nr cnc sc crcicee nti cs cobras asia ee eee 7, 200 
EEE TELA EIT CTO nx owt Fane) canes 1, 200 
06 Printing and reproduction. ---.---- hebices cerlassi cheeses Se et eens 8, 000 
07 Other contractual services..................-- Beebe an im ee og ne 2, 757, 500 
08 Supplies and materials. pitscer céterss recs eres ois ere re ean carer tea ~ 44, 000 
11 Grants, subsidies, and contributions._.__.______. Pn Ngmecrlnen Aetna BES Ne Mat ee ER le 16, 630, 000 
15 Taxes and assessments_-__.................- sess LOSSES cH SLOWS eS eee ee 6, 175 
MS ESE SRE DC SURE ESIE ON Se Creer an eS eco NOR ere eee Re ECS OR ee 29, 625, 000. 
i SSE AN IO NEESER NOES, 5 iy N er Keer Oe, 50, 190, 000 





Secretary BRANNAN. I might amplify that now, Mr. Chairman, to 
point out that subdivision (c) on page 14 will be ‘carried out also by 
the Farmers Home Administration, and they will also administer the 
$30 million disaster loan fund, which is set forth at the bottom of 
that page. Subsection (d) will be carried out, of course, by the Ex- 
tension Service and the Production and Marketing Administration 
will carry out, through the very same devices and under the very 
same general rules and regulations, the authorization described, or 
the funds described in subdivision (a). 

Mr. Norre.u. I am going to move on now, because the time is 
running short, and I wish to let the committee members be heard. 

Do you construe the law to mean that this program as you outlined 


it to us is presently authorized by law, or do you take the position that 
certain features of it are not? 
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LEGAL AUTHORITY FOR AGRICULTURAL PROGRAM 


Secretary Brannan. Mr. Chairman, to the extent that the agricul- 
tural functions are involved, we could carry them out under our 
existing authorities, except possibly the grant provision, which on 
the green sheets, again, is referred to as ‘“‘c.’”’ However, the Housing 
Act of June 15, 1949, authorizes the Secretary of Agriculture to make 
grants for repairs and improvements of farm dwellings under certain 
conditions, but otherwise we do have the existing authorities, Mr. 
Chairman. 

Mr. Norre t. I think that this page, Mr. Secretary, also ought to 
go in the record. 
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(The document referred to is as follows:) 






REHABILITATION OF MIDWESTERN FLOop-StTRICKEN AREAS 





(Notrn.—No basic legal authority exists for the appropriation of funds for 
activities proposed for the Department of Agriculture in the manner provided 
in H. Doc. 228. However, the Department of Agriculture has the authority to 
carry out these activities in connection with regular existing programs, provided 
the funds are appropriated direct to the appropriations from which such activities 
are now financed, as follows:) 











| 
Project statement ; Amount | Authorizing legislation 





















| 
| 


(a) On-farm assistance, through financial aid and | $16,300,000 | Soil Conservation and Domestic Allot- 
technical services, to restore conservation | ment (acts of Apr. 27, 1935, and Feb. 
measures and productive capacity of individ- | 29, 1936, as amended, 16 U. 8. C 
ual farms. | §9a 590q). Any appropriation made 

| under this authority shovld be 

exemmted from the small payment 

provision of the act (16 U. 8. C. 

590-590h (e)). 






I. DIRECT AID FOR RESTORING PRODUCTIVITY 














(6) Emergency restoration of channel capacity in 1, 960,000 | Section 1-6 of the Soil Conservation and 
tributary streams and wsterways affecting Domestic Allotment Act, as 
more than individual farms and related amended. (Act of Apr. 27, 1935, 
measures. 160 U.S. C. 590-f). 

(c) Grants to farm families unable to secure loans 1, 750, 000 | The Department has no general author- 
for livestock, repair or yenlacement of ity for making grants. However, the 
essential farm ‘buildings, household furniture, | Housing Act of June 15, 1949 (42 
etc. | U. 8. C. 1471-1483), authorizes the 






| Secretary of Agriculture to make 
| grants for the re*air and improve- 
ment of farm dwellings under certain 
conditions. * 















(d) Direct guidance and assistance to affected farm 180,000 | This work is authorized under the 
families, through the cooperative Agri- | Department’s organic act of 1862 
cultural Extension Service. | (5 U.S. C. 511) and the cooperative 





extension work authorization in the 
: fe Smith-Lever Act (7 U. 8. C. 341). 
RN li cis cunts cote cies Bendiebtinn cdihienanlecta 20, 190, 000 | : 








Il, THE LOAN PROGRAM 








(a) Disaster loans to farmers unable to secure credit | 30, 000,000 | The Secretary of Agriculture is author- 
from other sources for replacing or repairing | ized by the act of April 6, 1949 (12 
farm homes and buildings, equipment and | U.S. C. 1148a1-3), to make loans for 

hovsehold furnishines, replacing livestock, | any agricultural purpose in areas 

and meting essential farm and operating | where a production disaster has 
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Mr. Norreu. Mr. Whitten? 

Mr. Wuirren. Mr. Secretary, I believe you have answered what 
I had in mind. The Department has the authority to carry out 
your phase of this program. Now, in these grants to farm families 
which you mentioned, there is authority for that, but if it were 
given to you by the committee, of course, it would be covered by 
the provisions of that act which sets up such grants; is that not so? 

Secretary BRANNAN. Yes. 

Mr. Wuirren. So that you do have a guide in law, or a control in 
law, as to how it could be handled and what you could do with the 
money if it was granted by this committee? 

Secretary Brannan. We do, Mr. Whitten. 

Mr. Wuirten. And also I note from your statement that, outside 
of this $34 million which is a part of the general request of the 
Administrator for indemnities, the rest of your program is, and the 
funds requested for it are, toward future rehabilitation, rather than 
payment for losses that have occurred? 
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Secretary BRANNAN. That is correct. Every cent that we make 
reference to in our statement today is 

Mr. Wuirren. To rehabilitate, reestablish, and move on? 

Secretary BRANNAN. Yes. There is no indemnification in it. 

Mr. Wuirren. Personally, I feel that we ought to use every means 
at hand and everything that we can do under the law to-help, through 
direct relief based on need. Butwe have questioned the wisdom of 
the indemnification plan. Do you have anything further that you 
could add on the indemnification? Is that $34 million an estimate by 
you, or is that your share of the general funds that have been requested 
by Mr. Howse, speaking for the whole Administration? 

Secretary BRANNAN. It is an estimate. 

Mr. Wuirten. It is an estimate of the damage that has been sus- 
tained out there? 

Secretary Brannan. That is right. 

Mr. Wuirren. That is what it amounts to? 

Secretary BRANNAN. Yes. 

Mr. Wuirren. And, of course, with regard to that, you have no 
authority under which the committee could appropriate for that? 

Secretary BRANNAN. We certainly have not. 

Mr. Wuirren. Insofar as the agricultural area out there is con- 
cerned—and again I say that with regard to the indemnification 
there may be some reason for the Government to consider in the 
future the wisdom of insuring against loss—but if so, it is certainly a 
departure from the operations of the Government through the years, 
and should come after a proper legislative committee has thoroughly 
investigated. 

But insofar as your operations are concerned, the man in this area 
who has land, who has been farming or who has been engaged in 
agriculture, if you get the funds, you are in a position to help him plan 
what needs to be done; if you bave the funds, you can assist him in 
doing the cleaning up necessary on his farm. If you have funds you 
can assist him in cleaning out and opening his ditches. Under the 
Farmers Home Administration disaster loan program, if he does not 
have a red cent, you can help him get a house to live in and get his 
farm going again. And that is what you ask here, and it is all auth- 
orized by law. Is that right? 

Secretary Brannan. That is right. 

Mr. Warrrren. And you feel that the figures and the money that 
you are asking 

Secretary Brannan. With the exception of the grants. 

Mr. Wuirren. The grants in aid. And that is used when people 
are unable to secure loans for livestock, repair, and replacement, and 
so forth? 

Secretary Brannan. Yes. 

Mr. Wuairren. But to go further: Under your disaster loan pro- 
gram, you can lend him money for most of those things, can you not? 

Secretary BRANNAN. We can. 

Mr. Wuirren. You propose here to give him something; but if you 
do not get that money, you can, through a loan, make provisions for 
his getting these essentials? 

Secretary BRANNAN. That is true. But I would not want to 
embarrass the loan program by giving him something which we knew 
that he probably could never repay. 
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Mr. Wurrren. Now, tf a man can repay for his house, and if he can 
qualify for a loan of sufficient size to replace his house and his fencing 
and his terracing and everything else, you would not argue about 
$25, $50, or $100 for these things here, would you? 

Secretary Brannan. No, but 

Mr. Wuittren. You mean, you would not refuse him the loan? 
You would go ahead and do what the man needs? You would just 
rather have the Government pay this out and forget it now, as against 
your having to handle it in the future? 

Secretary BRANNAN. As against carrying it on our books and records, 
yes. There is one type of individual here, the tenant who has been 
on a small farm. He has just come in recently. He has no capital 
other than perhaps the capital he took to get started just before the 
flood hit, and he was wiped completely out 

Mr. Wuirren. Now, Mr. Secretary, as I said before, an individual 
such as that would be a relief case. This Congress has appropriated 
$25 million and the Red Cross has been in there. But do you not 
think that is the very type of thing which you are doing with the $25 
million which has been made available? Would you take it that this 
proposal was just in addition to that direct aid and relief that you 
have already provided? And you feel that you would need this extra 
money for that same type of purpose? 

Secretary BRANNAN. Mir. Whitten, if the Red Cross will 

Mr. Wuirren. I am not talking about that. The Government 
appropriated $25 million and it is testified that about $14 million are 
gone, and perhaps considerably more by now. 

Mr. Fotry. May I interrupt there? 

Mr. Wuirten. Yes. 


PROVISIONS OF DISASTER RELIEF ACT 


Mr. Foury. I do not believe, if I understand what you are discuss- 
ing, that the $25 million Disaster Relief Act could be used for that 
purpose, purchasing livestock, or setting them back in business; 

Mr. Wuirren. The livestock perhaps not, but for a place to sleep 
and things of that sort. 

Mr. Fotny. Temporary shelter by a special amendment of the law. 
Yes. We are providing some trailers for that purpose. 

Mr. Warrren. Yes. 

Well, getting back to this, you can and will provide it? It is your 
judgment that you should give him these things? 

Secretary BRANNAN. Yes. 

Mr. Wuirten. But if you cannot give it to him, you can loan it 
to him simply on his signing a note, can you not? 

Secretary BRANNAN. Yes; we can. 

Mr. Wuirren. That is right. And you have on such occasions 
approved such loans? In fact, you have not turned any down yet, 
have you? . 

Secretary BrRanNAN. Not yet. We did it because we could not 
handle it over the more direct route. 

Mr. Wuitrren. You would not save any money by giving it to 
individuals as against lending it and never collecting it, would you? 

Secretary Brannan. No. 
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Mr. Wuirren. So there is no purpose in doing it this way just to 
save money, is there? 

Secretary Brannan. No. I think that you are right about that. 
But you know how very appropriately Mr. Lasseter watches his loan 
funds, and I kind of hate to have him loaded up with some things he 
knew he was never going to be able to collect. 

Mr. Wuirren. Mr. Secretary, perhaps I should not say this, but 
I am going to s~y it, because I think it is appropriate, if the com- 
mittee will give me the time. 

I sat on the Agricultural Subcommittee, when a man—I will not 
call his name—who later managed the campaign of a candidate for 
President, was in this agency. At that time they were busy trying 
to give folks a whole lot of something for nothing, and this agency 
had the worst reputation of any that I know, and the folks in the 
ee were not doing anything in the world about getting reestablished. 

fany areas of the country bought great, huge plantations, and 
nobody owned a thing. Everybody had stock in the commissary, 
and stock in the gin, and they had a regular Russian set-up. Under 
Mr. Lasseter that has stopped. And you are right, he watches his 
loans, and he sees that his folks pay. As a result, in 8 or 10 years, 
he has reestablished and made fine citizens. And you will not find 
any Government agency that stands better than the Farmers Home 
Administration. And you will not find any better citizens than the 
folks that have participated in it, because we have tried to make aid 
available to them and let them work and pay for it, instead of trying 
to give them everything. 

A man who has been a candidate for county supervisor in my home 
county is a product of the Farmers Home Administration. I think 
that it is appropriate to say it here, because we are discussing the 
wisdom, as I see it, of making loans for these people to come back, 
as against the other proposal of giving them a whole lot of Government 
money in the way of indemnification. 

I am glad you brought it up, and I hope the committee will bear 
with me in that statement. 

Mr. Norre.u. Mr. Furcolo. 

Mr. Furcoto. Mr. Brannan, on page 2 of your statement you say: 


We have not approached it from the standpoint of individual relief or repay- 
ment of losses. 


Then you go on to point out that— 


We have approached it entirely from the standpoint of restoring productive 
capacity. 

Do I understand from that—I do not know just when this statement 
was prepared—that your present position is the standard or the cri- 
terion is whether or not it will restore production capacity? 

Secretary Brannan. That is right. 

Mr. Furco.o. If productive capacity is not restored, it makes no 
difference how much of a case a person may make out on the ground of 
sympathy or anything else; the test is strictly, or solely, productive 
capacity? 

Secretary BRANNAN. Yes. And unfortunately, Mr. Furcolo, there 
may be some areas where the sediment has been deposited so deeply 
that the question of ever putting it back into cultivation is a serious 
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question. And some of our engineers are out there surveying that with 
a very critical and sad eye. 

Mr. Furcoto. But according to the standards that you have in 
mind, the test is whether or not the capacity will be restored? 

Secretary Brannan. That is right. 

Mr. Furcoto. On page 11, the last sentence of your second 
paragraph: 

There is also need for grants in connection with rehabilitation of water supply 
systems. 

Does that mean a community’s water supply system, or an indi- 
vidual farmer’s, or what sort of water supply system is it that you 
are referring to? 

Secretary. Brannan. The type of water system we are considering 
there would be generally a farmer’s water system. 

Mr. Furco.o. An individual farmer’s? 

Secretary BRANNAN. Yes, as part of his productive facilities, for 
example if he had a dairy operation. In some cases, maybe three or 
four farmers have gone in and brought city water out to their farms. 
And that kind of system, out of use, would come within the scope of 
our endeavors to restore. 

Mr. Furcouo. May I ask you this: Would it go, say, from one 
extreme, a well on a single farm, all the way through to the extreme 
of a city water supply system? 

Secretary BRANNAN. It certainly would include wells and it would 
include a farmer’s tap to a city system. 

Mr. Furco.o. That is all I have, Mr. Chairman. 


EXTENT OF FARM HOME DAMAGE 


Mr. CievenGcer. Mr. Secretary, have you a surv -y of the number 
of farm dwelling houses that are totally gone, or desicoyed as human 
habitation? 

Secretary BRANNAN. Yes; we have. The material, I think, has 
been made available to the committee. We have a summary of the 
reports from our defense mobilization county and State committees 
I think that we actually brought them along so that you might see 
the volume of it. They are a Jarge volume of papers. 

Mr. CLevencer. What I want to know is if some of this was pre- 
pared at the time of the catastrophe, when the water was there? 

Secretary Brannan. Mr. Clevenger, it has been rechecked almost 
weekly by the same people who did the first job. 

Mr. CLtevencer. Have you had a check to determine the number 
of people who started to reerect dwellings for themselves? What I am 
getting at is just how bad this thing is and how many we have that 
cannot help themselves in restoring dwellings. 

Secretary Brannan. [ am not sure that we can answer that ques- 
tion. But we shall be able to here in the course of a week or two. 


ACREAGE PERMANENTLY OUT OF PRODUCTION 


Mr. CLevencer. How many acres do you estimate are per- 
manently out of agricultural production in that area? 

Secretary BRANNAN. Our preliminary estimate is 97,000 acres. We 
hope we are wrong in some of those. 
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Mr. CLevenGeR. Ninety-seven thousand. Now, how many acres 
do you feel will be out of the 1952 production? 

Secretary Brannan. If we can move rapidly, the large bulk of this 
can be put back into a cover crop this fall. 

Mr. Cuevencer. This fall; yes. 
; Berens Brannan. I mean, to form a basis for some livestock 
eed. 

Mr. CLevenGeR. And there will be winter wheat sowed in time for 
a great deal of this area? 

Secretary BRANNAN. I think there will be. 

Mr. CLevenGcer. And they will be farming it this fall? 

Secretary Brannan. That is right. Some areas where they have 
to push 

NO FOOD RATIONING 


Mr. CLeveNGER. You know, there has been some fear expressed 
here that we might have food rationing as a result of this thing. But 
that is not a large enough segment of our national production that 
that is an eminent thing, resulting from the agricultural loss here, is it? 

Secretary Brannan. No, sir. 

Mr. CLevencer. And you and I know that there are a great many 
farms all through the Midwest, of which I own one or two, that did 
not get the crops they wanted this year. Many of them got no oats 
sowed, for instance. 

Secretary Brannan. That is right. 

Mr. CLevenGcer. There are farmers out in my district of Ohio that 
are crying their eyes out because they had to follow two soil-depleting 
crops, one with the other, because they could not sow oats. 

Secretary Brannan. That is right. They got less oats and more 
soybeans. 

Mr. CLevencer. That is right. And they are an exhausting crop. 

Secretary BRANNAN. Yes. 

Mr. CLevencer. And they weep on your shoulder because they 
had to break their rotation. 

So we will have plenty of grass seeds, and we will have plenty of 
cover crops on most of thesé acres this fall, will we not? They will 
not lay naked to the winter? 

Secretary Brannan. If we can get in with this kind of program 
they will not. If we do not go in to help these folks, I think a sub- 
stantial portion of them will lay naked until fall. 

Mr. CLevencer. But this present supply of fats and oils and our 
meat production and cereals is not an imminent threat, not such as 
another one would be that might strike some other area? 

Secretary Brannan. No; it 1s not, Mr. Clevenger. But the reason 
is that we have built up these last couple of years some adequate 
stocks and carry-overs from previous years. 

Mr. CLEVENGER. Yes. 


GRAIN RESERVES 


Secretary BRANNAN. The feed that we are bringing in now is feed 
that has been stored from previous years’ crops. Now, we are de- 
pleting our carry-overs and our reserves of corn and wheat and cotton 
and the feed grains much faster than we did in the Department think 
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is advisable. If we are to have a 90-million beef animal population 
next year, we are not going to have any more feed than we need for 
them, and we will come out at the end of the following year at a 
much reduced carry-over. Se we have to get every acre we can back 
into production. 

Mr. CLevencer. Thatisright. But we always should have a good 
carry-over. That is only just common sense. And this idea that we 
must empty all our granaries every year, and that a little grain on a 
farm is a liability, we have been sort of getting away from that idea, 
figuring that it was an insurance, that 1s, by stabilizing farm prices 
pea Beg and enabling them to hold them. Cash cropping and 
rental were largely to blame for the granaries being cleared every 
year and turned into cash—isn’t that right?—on a lot of those farms? 

Secretary BRANNAN. That is right, Mr. Clevenger. 

Mr. CLevenGer. And, thank God, we have been getting a little 
better outlook on agriculture. I can remember in my family it was a 
sort of feelmg of weil-being when we had some extra corn or extra 
wheat or something, more than we thought we couid feed. 

Secretary Brannan. You are entitled to a feeling of well-being 
right now, now that we have a 350-million-bushel carry-over in wheat, 
because this is the first year in seven that we have less than 1 billion 
bushels in wheat produced in this country. 

Mr. CLEvENGER. We have taken to feeding everybody almost every- 
where that do not feed themselves. 

Secretary Brannan. And we have taken to building up our live- 
stock tremendously. 

Mr. CLEVENGER. Surely. But there is not anything in this to ring 
the fire bells so far as our national food supply is concerned, is there? 
The principal thing is to get these people housing, so that they can 
help themselves, and get them back into production. But it 1s not 
anything to sit up and worry about food rationing over, is it? 

Secretary Brannan. Not food rationing; certamly not. But from 
the standpoint of safe reserves, we are already in what I would 
deseribe as not an entirely comfortable situation. I do not think we 
can afford to stand by and let this much land lie idle in the light of 
that. 

Mr. CLevencerR. We will not. As I said yesterday, when you 
were not here, I know those people. I grew up with them. And I 
know something about their resilience and whai they will do for 
themselves, with just half of a chance. And I do not want to bring 
any pessimism on that midwestern country, because this is not the 
first bump they have had. I have had plenty of bumps with them, 
myself. And I do not think there is any occasion for going off the 
deep end and doing something here that is not legal when there is 
probably a way to do it and do it legally. 

I was glad to hear you say that you have ample authority in law 
to proceed along that line, and I am quite sure that my friend over 
here can do the same thing. 

What I do not want to do is to be a party to a frankenstein that may 
make us blush, if you get what I mean, that has in it an inherent 
danger not just from this place, but we are opening a door under this 
bill without any restriction to a flood everywhere, and we have them 
all over the United States. In most cases in the country where I live, 
in Ohio, we had a flood fully as big as this, in the Miami Valley in 
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1913, and we recovered from it under our own steam. The State 
helped build some of these districts for flood prevention, but the tax- 
payers paid them off. The State helped furnish the machinery to 
do it. And we, as you know, had these very disastrous floods in 
Cincinnati and Ccvington within the last 48 months, that the local 
areas stood. And this thing, without some restrictions on it, is going 
to run into vigorous opposition if we are just going to throw the dough 
around without any restrictions on it, the way it was presented to us 
yesterday. I could not go along with that. I could not go along 
with one without a proper safeguard. 

That is about all I have to say. I could have talked with your 
assistant. I do not like to take your time. We know you are busy. 

Secretary Brannan. That is perfectly all right. 


REFORESTATION PROGRAM 


Mr. Corton. There is just one question I wanted to ask the Secre- 
tary while he was here. I heard a rumor the other day, Mr. Secretary, 
which I sincerely hope is true. I heard that your people down in the 
Department, your soil conservation people and your engineers, are 
interesting themselves in a long-range program for reforestation and 
contours and getting back into the uplands and trying to provide 
for the future against floods and that sort of thing. Is that true? 

Secretary Brannan. That is certainly true, and it has been true 
much before this situation came about. 

Mr. Corton. I know from the Committee on Agriculture that is 
true. But the reason that I brought it up at this point is that we have 
been hearing about an insurance program, and I am not asking for 
your comment on that. On the other hand in the field of flood control 
I think, engineers in many instances always want to stop floods by 
checking the water somewhere behind a $1 million dam or a series of 
them. 

But if your Department is now really going to town on a refores- 
tation program, I am delighted to hear it. I did not mean to interrupt 
you, but if you would tell us a word about it, I would appreciate it. 

Secretary Brannan. Mr. Cotton, there always has been a program 
of reforestation and upstream, off-channel work in the Department of 
Agriculture, pointed directly at the task of attempting to hold the 
water back on the land as long as possible and sort of equalize or 
stabilize the runoff. In some years the program has moved with 
great intensitv—greater intensity than it has in other years. It has 
included cover crops; it has included reforestation. 

I just personally had the opportunity to visit in South Carolina 
where a few vears back we were working in that kind of program by 
building what we called gully-plugs, and so forth, in the little arroyos 
that had developed from the depletion of the land and the abandon- 
ment of the land, and which now they are planting in kudzu, which 
covers the whole arroyos, and it would take a terrific rain even to get 
the water through the land with any force at all. 

Wonderful things, strikingly wonderful things, have been done in 
the past few years. 

Mr. Corton. This catastrophe is likely to add impetus to that pro- 
gram, is it not, and give you a lot of support for it? 


PPAR TG T Tot t 


Nj RD EE Re EOI SS 


erpal P SRI ae et Rn, te 


sty RALLIES SOLE IRIN ILM TION LES OED A I 





Do eS OV ee eer ewe" Oe 


he 


: 
i 
é 
: 
: 
n 
‘ 
i 
* 
4 
Bs 


151 


Secretary Brannan. If that can grow out of the catastrophe, that 
would be at least one bright side. 

Mr. Corron. Thank you, Mr. Chairman. 

Mr. Norre.t. Very well. 

Mr. Secretary, we thank you for the time you have given us. I 
believe this concludes your testimony. 

Secretary Brannan. Thank you, Mr. Chairman, for the oppor- 
tunity of being here. 

Mr. Norre.u. We will recess, then, until 10 o’clock in the morning 
and resume our hearings with Mr. Foley and Mr. Bukowski. 

Mr. Buxowsk1. Thank you, sir. 

Mr. Norreuu. The subcommittee will stand adjourned. 


Fripay, SEPTEMBER 21, 1951. 


Hovustnc AND Home Finance AGENCY 


WITNESSES 


RAYMOND M. FOLEY, ADMINISTRATOR, HOUSING AND HOME 
FINANCE AGENCY 

ASHLEY FOARD, ASSISTANT GENERAL COUNSEL, HOUSING AND 
HOME FINANCE AGENCY 

PERRE SEWARD, COMMISSIONER OF COMMUNITIES FACILITIES 
SERVICE, HOUSING AND HOME FINANCE AGENCY 


Mr. Norrety. The committee will come to order. We will resume 
the hearings by hearing from Mr. Foley this morning. 


GENERAL STATEMENT 


Mr. Foley, will you please state your position for the record and 
any written or formal statement that you desire to make before we 
begin to ask questions. In that connection please state your back- 
ground, just briefly. 

Mr. Fotny. Raymond M. Foley, Administrator, the Housing and 
Home Finance Agency. That is the agency set up under the reor- 
ranization plan approved by Congress in 1947, which grouped the 

ederal Housing Administration, the Public Housing Administration 
and the Federal Home Loan Bank Board under the supervision and 
coordination of the Housing Administrator. By a series of acts of 
Congress other activities are now in that agency. I have direct 
responsibility as Administrator for the urban redevelopment and slum 
clearance program authorized in 1949, of the housing research program 
authorized at the same time, for a number of other activities such as 
the special Alaska housing program, the college housing loan program, 
the management of the Federal National Mortgage. Association, the 
handling of loans for the prefabrication of houses transferred from 
the RFC, and a number of special activities authorized by the recently 
enacted Defense Housing and Community Facilities and Services Act. 

I also have responsibility for the management and disposition of 
the housing built by the Government under the Lanham Act in the 
war period and postwar period. Those are the chief activities of 
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the Housing and Home Finance Agency. There are a number of 
minor activities that I won’t take time to mention. 

As to my background, I was by training and profession a news- 
paperman covering the various positions from cub reporter to city 

* editor and managing editor and publisher. 

In 1933 I entered the State government of Michigan. I entered the 
Federal Government in 1937 as Director of the Federal Housing 
Administration for Michigan. I remained in that position for 11 
years. I was called to Washington by President Truman to become 
Commissioner of the Federal Housing Administration, the national 
head of the organization, in 1945. At the end of 1946 he also ap- 
pointed me as Administrator of the wartime National Housing Agency 
set up under emergency orders, the predecessor of the present agency. 
I occupied both positions until the passage of the reorganization plan 
in 1947, at which time I was appointed to the present position. 

That is the picture, sir. 

Mr. Norreuu. Do you desire to make a formal statement at this 
time? 

ADMINISTRATION OF DISASTER RELIEF ACT 


Mr. Fotry. I have no written statement. I would like to make 
an oral statement. 

It occurred to me, Mr. Chairman, in view of the fact that I have, 
by the Presidential Executive order, the special responsibility for 
administering the Disaster Relief Act under which the activities are 
carried on in this particular flood, and that those activities are a part 
of the picture, that it would be well if I gave the committee a quick 
review of the activities under that act. 

Mr. Norre .t. I think a brief statement along that line will be all 
right. And then when you complete that you might cover briefly 
what additional duties you propose to carry on under the budget 
estimate before us. But don’t mix them. Discuss one and then get 
into the other. 

Mr. Fotrey. As the committee knows, the Disaster Relief Act 
applies in those areas where the President finds and declares that a 
major disaster has occurred requiring the assistance authorized by 
Congress under Public Law 875 passed by the Eighty-first Congress. 
Under Executive order in March the President designated the Admin- 
istrator of the Housing and Home Finance Agency as the official 
responsible for administering that act. That naturally followed the 
transfer that had taken place in the previous year of the Communities 
Facility Service from the General Services Administration to the 
Housing and Home Finance Agency, the Communities Facilities 
having been the organization which in the past had administered in 
the field disaster relief activities under their previous laws. 

When the flood occurred and the situation was clear the President 
on request of the Governors of the States of Oklahoma, Kansas, an 
Missouri, declared a major disaster to exist under the law, and notifie 
us, of course, of that declaration. We immediately began to administ> 
the relief authorized. There was then, as I recall it, only abo 
$800,000 available to the President under Public Law 70. he 
Congress very promptly passed an appropriation of $25,000,000 o 
the purpose of the act. 
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We set at work the machinery which had already been provided 
for administration. I went personally to the flood area and spent 
a great deal of time there for several weeks, organized the representa- 
tives of the Federal agencies locally on the scene to coordinate the 
many activities that needed to be done, set up particularly a special 
committee with respect to housing, since one of the most serious 
effects of this disaster was the destruction of a large amount of hous- 
ing and major damage to a great deal more, the figures of which have 
already been presented to this committee. That committee was a 
coordinating committee of the several Federal agencies that could 
participate in emergency or permanent relief. 


AUTHORITY FOR TEMPORARY HOUSING 


I soon found that the situation with respect to housing particularly 
was one that could not be handled under the authority that existed 
in Public Law 875 and recommended to Congress that an amendment 
be passed which would specifically authorize us to provide temporary 
housing. There were thousands of families unhoused which could 
not be taken care of except on an emergency basis for very temporary 
periods. There were thousands of people still living in schools and 
public auditoriums being cared for by the Red Cross. That author- 
ization was very promptly granted by the Congress, together with 
an amendment of the insuring authority of the Federal Housing 
Administration which we proposed as a means of assisting in the 
permanent rehousing of the unhoused people. That, you may recall, 
was authority to insure mortgages on houses of modest value for 
disaster victims up to one hundred percent of value, so that persons 
who had been unhoused and were without funds could have some 
means of purchasing provided. It was limited to the construction 
of new housing, the theory being that what we needed to do was to 
replace destroyed inventory rather than simply to encourage using 
the short supply of housing that already existed. 

Under that authority we adopted this policy which I think will be 
of particular interest to the committee. The basis and the basic 
philosophy of Public Law 875 is clearly stated within it. It is to give 
assistance to State and local governments in carrying out their respon- 
sibilities to alleviate suffering and damage and so forth as stated in 
the first paragraph of the act, not to supplant them, not to substitute 
a Federal Government for them. That theme continues through 
the act. 

We had the general situation of peopte living in cots by the hundreds 
in public halls and so forth, and it was unthinkable that they should 
be forced to continue to do so. Many of course were being housed 
with relatives and friends and there were crowded conditions which 
couldn’t long continue with safety and with preservation of the dignity 
and privacy of the tamilies involved. The Red Cross did a noble job 
on that and in many other connections. We therefore entered into 
agreements with the several cities that were mostly involved in the 
destruction of housing where a problem of that kind resulted. There 
were in fact. six towns and cities that appealed to us for temporary 
housing help. We adopted first the policy that this wasn’t intended 
to be the kind of temporary housing help that we provided, for 
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instance, in the war where we built tempo housing which was 
designed for several years of life and use and which as the committee 
knows has presented a problem of disposal to us ever since because of 
the continuing shortage of housing. But this was intended to be in 
effect stopgap housing. It was needed fast. And it needed to be 
mobile and it had to have locations where the families could be taken 
care of properly with respect to schools, sanitary facilities, and so forth 

An exploration of the situation revealed that we did not have in 
governmental inventory that kind of housing. We had some de- 
mountable housing that was vacant in various parts of the country. 
Investigation showed that taking it down, moving it and putting it 
back up would be a pretty expensive process, and time-consuming. 
We decided to use in the main family-type trailers. We entered into 
the arrangement with the several cities that the Federal Government 
would provide those trailers to them on lease and retain the title and 
that the city governments would assume the responsibility for their 
location and placement and for their management. 

We found, however, particularly in the city of Kansas City, Kans., 
where the need was greatest, that there were satisfactory locations for 
the several hundred trailers or perhaps more than a thousand that 
would be needed, and it was necessary to create a trailer park. The 
same situation prevailed in Topeka and in Ottawa and to a lesser de- 
gree in Manhattan. We found that the cities—and we went into the 
matter pretty carefully with them—were not in position to pay the 
expenses except possibly after a long period of delay for the authoriza- 
tion, and possibly the amendment of State laws. So we undertook 
to pay out of the disaster relief fund the cost of preparing the sites. 
But the cities assumed the full responsibility of getting the work done, 
we to reimburse. 

ALLOCATION OF TRAILERS 


That program has developed to this point. We have been able to 
get trailers with all the usual facilities—toilets, shower bath, cooking, 
heating, within them, sleeping four, six, or eight persons, providing 
somewhat coastricted but good housing facilities on a stopgap basis. 
We have sent thus far 740 trailers to Kansas City, Kans. (these are 
actual shipment figures), 151 to Topeka, 75 to Manhattan, 50 to 
Ottawa, 10 to Strong City, 35 to Junction City, and 40 trailers for 
several farm localities. 

There has also developed a need for some stopgap housing or farms, 
and we have undertaken to provide that on the basis of need rather 
than convenience, and have been working out the details with the 
Department of Agriculture. Presently these figures show 75 trailers 
as indicated to be needed, although I think that number will increase. 
It is probable that we will have to ship some hundreds more to Kansas 
City, Kans. 

Thus far we have purchased 1,158 trailers, 57 of which have not been 
shipped. The occupancy of them is proceeding as rapidity as these 
trailer sites can be prepvared, and my most recent information is that 
the people are not all out of the temporary shelters. 

We have allocated from the disaster fund for that purpose $4,250, - 
000. It is probable that we will have to allocate a considerable 
amount more, depending on how the screening of the family need 
proceeds. We have taken the position—with which the city govern- 
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ments have agreed—that our concern in providing stopgap housing 
was for families with children. Single persons can be accommodated 
in rooms quite readily, and two-person families can ordinarily be 
accommodated in the existing inventory. But the families with 
children are the ones that present the greatest problem, and the 
screening is being done by the local governments in connection with 
the Red Cross, and we believe that this program as worked both 
expeditiously and probably will be quite effective. 


PEPMAYENT HOUSING 


In connection with that I ought to point out, though, that this 
py work is not paid for from funds of the disaster relief pro- 
ram. It is not under the act. We administrators also sat in on 
ak plans for tryi provide permanent housing to replace the 
destroyed housing. “We have a wide variety of problems. 

For instance, a considerable percentage of the people who were 
unhoused were tenants rather than owners. I don’t have exact 
figures, but I would estimate that at least 40 percent were tenants. A 
different type of problem presents itself as to them as to their ability 
to buy new housing and as to the effect on them of existing damage. 

We programed 2,400 houses in modest price brackets for ‘the entire 
area, and I have the distribution of them if the committee is interested, 
programing them so that we would be able to make them available on a 
systematic basis—— 

Mr. Norreuu. That is permanent housing? 

Mr. Foury. Permanent housing to replace inveatory, urder the 
amended act which permits us to insure 100 percent leans available 


under the FHA for flood victims. Se we have necessarily set up a 
program to keep control of it and see that it goes to the purposes for 
which a made it legal, and also for the purpose of making 


available the secondary mortgage market of the Government, the 
Federal National Mortgage Association. 

One of the chief problems we are confronting in housing generally 
now is the tightness of mortgage funds. That affects this program 
as well as any other. In the Defense Housing and Communities 
Facilities and Services Act the Congress gives authority to make ad- 
vance commitments by the Federal National Mortgage Association to 
purchase eligible and insured or guaranteed mortgages with limited 
authority up to $200,000,000 and Timited j in time until the end of this 
year to be applied in disaster areas and critical defense areas and to 
military housing, to give the most possible help in getting the housing 
problem solved. The board of directors of the Federal National 
Mortgage Association, in allocating that $200,000,000 of authority— 
which is very limited in the several fields that it covers, representing 
$700,000,000 worth of mortgages—we decided to allocate enough to 
cover 100 percent of the mortgages that might be required for this 
emergency permanent housing program in the disaster area. So that 
we believe we will have removed a fundamental difficulty of inability 
to get private financing. 


TOTAL ALLOCATIONS OUT OF DISASTER RELIEF FUND 


Returning to the act itself, we have allocated, as I indicated to the 
committee in previous testimony, a total of $15,328,600 out of $25,- 
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800,000 available out of the old fund and the new. The breakdown 
on that is $7,075,000 with respect to the State of Kansas through the 
Governor, $2,525,000 to the State of Missouri through the Governor, 
$250,000 to the State of Oklahoma through the Governor, each of 
those sums being reduced by an administrative item of 2 percent. I 
have already mentioned the funds used for stopgap housing. We 
have allocated to the Department of Agriculture for emergency live- 
stock feeding—and did this immediately upon the problem becoming 
known—$1,000,000. That was on the basis of pure estimate, the 
Department and no one else being able at that time to tell the size 
of the problem. Iam advised by the Department of Agriculture that 
they will require only about one-quarter to one-third of that sum, 
and the remainder will become available for other use in the disaster. 

We also allocated to the Federal Security Agency $228,600. That 
was for public health work chiefly. And I would like to say here that 
that was our very first concern as we moved into this disaster. Provi- 
dentially there has been very low loss of life. There was, however, 
the possibility of widespread epidemic conditions because of conditions 
that were described to us yesterday by Colonel House. And the 
very concern of the agency, particularly of the Administrator and 
the Public Health Service, was to bring about a complete and thorough 
coordination of local, State and Federal facilities. That, I think, 
was done to a remarkable degree of effectiveness, and while I can’t 
speak of the work that was done by all of those agencies with the 
results I have as of this time, I know of no case of ecmmuricab!o 
disease that can be traced to flood-borne conditions. 


COOPERATION FROM OTHER AGENCIES 


I also would like to say at this point, because I want to get it into 
the record of Congress, that we had the highest degree of cooperation 
from the many Federal agencies that took small or large part in the 
emergency relief work, and at no time did we find any difficulty or 
interagency dispute or friction, which also, I think, is largely respon- 
sible for what we believe to be up to now very good results. 

The Army engineers also should be especially mentioned, because 
theirs was a continuing task. They were in on it before the flood 
reached the crest and during all that period seeking to prevent the 
damage and were immediately on the scene in the first work of relief. 

In discussing these allocations I have given you those only that 
have thus far been made. That does not represent the full measure 
of the public needs out of the $25,800,000 fund. The Army engineers 
will probably require somewhere from 2% to 3 millions of dollars 
reimbursement for the work they did in cleaning up and the removal 
of dead animals and so forth, which are eligible for reimbursement 
under the terms of the relief act. And that is going on now. It is 
probable also that reimbursement will have to be made to the State 
of Kansas in connection with emergency repairs of various sorts. We 
have an open question not yet fully resolved and difficult to resolve 
under the act, which is the extent to which we should give assistance 
on private property. The act authorizes entering upon private lands 
with the qualifications that it is for the purposes of preserving life 
and property. It is my opinion that a great deal of further work will 
have to be done on private property, particularly in the most damaged 
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places such as Armandale, and will have to be assisted from the dis- 
aster relief fund, and is readily justified on the ground of the preserva- 
tion of life and property. And then there are the risks that may be 
created by the debris and so forth, on property where the owner finds 
it so destroyed that he has no incentive to go back and take it over 
and where it might result in damage. So that considerable sums will 
be necessary. 

I don’t want the committee to believe that we have given any 
special assistance to private owners, particularly home owners, out of 
the fund. Some assistance has necessarily followed the work that 
had to be done in the beginning, in the taking away of dead animals, 
clearing debris—when people start to clear off their property and 
there is no place to dump the debris they put it on the street. There 
still remains much of that type of problem, but I think the situation 
is now clarified to a point where we can determine how much of it 
should be done and get it done. 

That is the disaster relief program rather briefly stated. You asked 
me, Mr. Chairman, to discuss another subject. 

Mr. Norreuu. Yes, I wanted you to go on with what you wanted 
to under the pending request. 

Mr. Fotey. The part that I would play in the proposed program 
before you. That is a little difficult for me to define. The housing 
program has a variety of authorities in its regular operations, a con- 
siderable part of which will be useful in meeting this housing situation, 
added to the special authority of the disaster relief fund for the 
emergency situation, that is, the temporary emergency. 

This plan, the proposal before the committee, contemplates indemni- 
fication in connection with housing as well as in connection with other 
property losses. As I pointed out to the committee the first day we 
appeared here, the estimates that have been given, the many estimatcs 
particularly of damage and loss to housing, are necessarily far from 
exact. I would say also that the figures that have been given as to the 
number of houses destroyed, damaged in a major way or in a minor 
way, could not be presented as being exact, because of the variety of 
situations under which the information had to be gathered, and there 
is probably some overlapping. 


VALUATION OF DESTROYED HOUSES 


Also, the estimates as to value, the value of houses completely 
destroved, are necessarily estimates, but fairly well informed estimates. 
The estimates as to cost of repair are sketchy. As | pointed out, they 
have to be, because even though vou go into a house and take a look 
at it in an informed way and come up with an estimate that ordinarily 
would be reasonably accurate, if you examine these houses closely you 
will find in many of them damage that is not obvious in the beginning, 
foundations damaged particularly. So that these figures have to be 
regarded as estimates, but 1 would say that they could possibly be 
regarded as ceiling estimates. 

Then in this program as it has been presented to you in the justi- 
fication prepared and presented by Mr. Howse there is contemplated 
a figure of $60,000,000 for indemnification in connection with resi- 
dential property, and that is based, as I understand it, on the 80 
percent limits as against an approximation of value. And again, 


158 


in the event that an indemnification program should be approved 
and adopted, that figure would have to be ——— as a ceiling, in 
my Opinion, as a ceiling of the amount that would be required to apply 
the kind of indemnification program that here is outlined. 

If, as I developed in the discussion the past 2 days, it were to be 
applied on the basis of need rather than on straight-out indemnifi- 
cation of valuation regardless of need, then I am not in a position to 
give you an estimate, Mr. Chairman, because quite obviously I can- 
not know all of the financial conditions of each of the thousands of 
families involved in this situation. But it would obviously be some- 
thing less than a $60,000,000 figure. 

As to what part the Housing Agency would play in the adminis- 
tration of this program I can better say what part we might be able 
to play than what part is definitely assigned, because at the moment 
there has been so far as I know no definite assignment. The dis- 
cussions here have indicated that Mr. Howse at least has contem- 
plated that the indemnification program would be handled through 
the RFC. Now even though handled directly by the RFC I think 
it would still be necessary in the administration of it, by them or 
anyone else, for the Housing Agency to be a pretty active consultant 
and to have a great deal of work to do. Whether that would be on 
a basis of acting as consultants to whatever was the administering 
agency or upon a delegation would be a matter of administrative 

rocedure. But it would involve people, it would involve work, and 
it would involve expense. 


ADMINISTRATION OF FLOOD INSURANCE PROGRAM 


In connection with the other provisions of the proposal before you 
such as the flood insurance program it isn’t contemplated from any 
of the discussion, either in the presentation or in the testimony before 
you—as I understand it—that the Housing Agency would play any 
direct part. Again I believe that in the setting up of such a situation, 
particularly with respect to flood insurance systems with respect to 
housing, many problems and questions would arise in which the 
Housing Agency would necessarily become a consultant. I don’t at 
this moment recall, Mr. Chairman, any other part of the proposal in 
which the Housing Administrator or Agency would figure, except in 
some of the broad questions that would involve policy, such as the 
very difficult and much-debated question of relocation, as to whether 
the houses or other property should be rebuilt or built again upon the 
same exposed sites. 

I indicated to the committee yesterday that the amount of exposure 
of the Federal Housing Admunistration’s mortgage funds in this very 
large disaster is remarkably limited. The best estimates we have now 
is 466 dwellings affected out of so many thousands of homes that were 
affected, about a half-million dollars estimated damage. And that 
was because the Federal Housing Administration over the years has 
been under the mandate of Congress to have economic soundness in 
its loans and economic soundness involves many considerations, 
including location and special risks m location. And they have 
therefore been guided by the previous high water marks in determin- 
ing in what areas they will provide mortgage insurance. The Vet- 
erans’ Administration is somewhat more affected, but also in a small 
number of cases, 700, with less than $2,000,000 of estimated damage. 
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RELOCATION OF HOUSES 


The broad question of whether there should be relocation from ex- 
posed sites raises of course a variety of questions, one being the defi- 
nition of the extent of exposure. It had been generally believed by the 
residents themselves that there was extremely little likelihood of a 
disaster visiting Armourdale such as did visit it, with the flood pro- 
tective works that existed. I might say that we of the housing agency 
have a more serious problem than that before us in that matter, be- 
cause the city government through its newly established redevelop- 
ment authority in the city of Kansas City, Kans., has immediately 
undertaken a project for redevelopment in the damaged areas of 
Armourdale through title I of the Housing Act of 1949, under which 
you will recall we have authority to make loans up to a billion dollars 
and grants up to a half-billion dollars for clearing blighted areas and 
preparing them for development or redevelopment. None of the 
funds can be used for actual new construction. Our plan contemplates 
acquiring that land, making it available for housing of a multifamily 
apartment house type as they are presently terming it, contemplates the 
issuance of mortgage insurance by the FHA, and contemplates the 
availability of the secondary market in the Federal National Mort- 
gage Association. 

have felt it my duty to warn them that the whole question of 
relocation of housing in that exposed area would necessarily be part of 
the consideration. But I mention it to show you that a determina- 
tion by some administering agency in the Federal Government will 
not necessarily contro] the actions of the private owners or even of 
local governments. 

I think at this moment of no other major part of this proposal in 
which the Housing Agency would properly figure. 

Mr. Norrewu. Now, then, a few questions. 

After you got into the picture I assume that you had the best 
possible survey made of the destruction that would necessarily come 
under the jurisdiction of the Housing Agency. 

Mr. Foury. Yes. 

Mr. Norrexu. Now can you insert in the record without one having 
to go into your testimony a brief itemized statement of what that 
survey showed as to the destruction of houses and other related facili- 
ties that you have jurisdiction of? 

Mr. Fouey. Yes; I can do that, Mr. Chairman. 

(The information requested is as follows:) 


Basis FoR MAKING ReELier AVAILABLE UNpER Disaster Reuier Act (PurLic 
Law 875, 81st Conca.) in THE Kansas-MissouriI-OkLAHOMA FLoop AREA 


When the floods in the Kansas-Missouri-Oklahoma disaster area occurred in 
July, the Governors of these three States appealed to the President, representing 
that the disaster was of a magnitude beyond the capacity of their States to 
handle and asking that it be declared a major disaster and that relief be furnished 
under the Disaster Relief Act (Public Law 875, 81st Cong.). 

The applications of the Governors were referred to the Housing and Home 
Finance Administrator to whom powers under the Disaster Relief Act had been 
delegated by Executive Order 10221 dated March 2, 1951. The Housing and 
Home Finance Administrator, after receivinz raports from representatives of the 
Housing Agency in the flood area, recommended to the President that a major 
disaster be declared in accordance with the request of the Governor: and that 
Federal assistance pursuant to the Disaster Relief Act be extended to the area. 
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Of the available funds, amounting to $800,000, initial allocations were made of 
$275,000 to Kansas, $275,000 to Missouri and $250,000 to Oklahoma. 

Mr. Foley, Housing and Home Finance Administrator, was personally in the 
flood area immediately following the declaration of the major disaster and 
conducted investigations which indicated, first, the inadequacy of existing appro- 
priations to meet the conditions which prevailed and, secondly, the necessity for 
authority for Federal assistance in the provision of emergency stop-gap housing. 
On the basis of these findings, Mr. Foley recommended that the law be changed 
to give authority to provide temporary stop-gap housing and that further appro- 
priations be made available for such housing and to enable local communities to 
make necessary emergency repairs to their community facilities. 

Subsequently Public Law 80 made available an additional sum of $25,000,000 
for relief in this area and, based on more adequate information in the field, allo- 
cations to both Kansas and Missouri were increased. Public Law 107, approved 
on August 3, 1951, authorized the furnishing of emergency, temporary shelter 
under Public Law 875. 

Initial allocations to the States were made upon the basis of the needs obvious 
to those on the site of the disaster. More detailed information was developed as 
the repair, relief, and rehabilitation work progressed. Among the items of work 
which were obviously necessary and for which funds were allocated to the States 
were the following: 

Cleaning and repairing of sanitary sewers. 

Reconstruction of sanitary sewers. 

Repairs to pumping stations. 

Cleaning and reconstruction of storm sewers. 

Repair of streets and alleys. 

Removal of debris. 

Cleaning of public buildings—city halis, libraries, fire stations, etc. 

Cleaning and repairing of wells (public water supply). 

Repair and improvement of water mains. 

Repair and replacement of bridges and roads. 

Spraying with insecticides. 
The necessity for the above items was most apparent to those in the area and 
allocations of funds were made to the States for these purposes upon showings by 
the States as to the amounts necessary. Reimbursement for these items within 
the allocations will be made upon the basis of receipted bills or other evidence of 
actual payments. 

As relief and clean-up work progressed, more reliable information became avail- 
able through reports of the Red Cross, reports of State and local agencies, and of 
Federal representatives in the area as to the amount of damage suffered, and relief 
funds allocated were adjusted to meet the needs shown. With respect to housing, 
surveys by the Red Cross and others have shown the following to be the numbers 
of houses and the amount of the housing damage suffered in the area: 
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Mr. Norre.i. Now, then, how many of the houses have you 
supplied on a movable or temporary basis? You discussed that first. 

Mr. Fotey. I did; yes. 

Mr. Norreii. How many are they? 

Mr. Fotey. We have shipped 1,101 trailers. We will probably 
ship some few hundred more. 

Mr. Norretu. That is approximately, we might say, around 1,300? 

Mr. Fouey. I would think it would probably come nearer to 1,400. 

Mr. Norre tt. All right. 

Mr. Fotry. We don’t know the extent of farm relief and final need 
in Kansas City. 

Mr. Norre.i. How much more temporary housing do you estimate 
is needed in that area, if any? 

Mr. Fo.try. Well, the policy that I outlined to the committee is 
the provision of stopgap housing under the Disaster Relief Act, which 
policy involves taking care of families with children and probably 
not taking care of two-person families without children, although 
there may be exceptional cases, the present estimate is that 1,400 
would do it. That is not by way of saying that that takes care of all 
unhoused families that were left shelterless by the flood. It means 
that some have other shelters which are adequate and acceptable for 
at least a long period temporary set-up. 

Mr. Norre.t. All right. You have that situation pretty well in 
hand? 

Mr. Foury. We believe so. 

Mr. Norretu. Now after the victims get other accommodations, 
through the Government or otherwise, those movable houses will be 
returned to you; is that correct? 

Mr. Fouey. Yes. We, as I pointed out, retained title to them in 
the Federal Government, and they are on lease in a carefully drawn 
contract, rent is to be charged for them, and the rents are to be set. 
by the local governments, not by us. We bought trailers with under- 
carriages for the reason that we could get them in there, and we could 
get them away fast. And they will be available for any other emer- 
gency use. 

Mr. Norre.u. The thing I wanted to show there was that ulti- 
mately, when they had served their purpose, they would come back 
to the Government? 

Mr. Founy. Yes. There will be a very large inventory for any 
future disaster. 

Mr. Norreu. All right. How many permanent houses have you 
handled so far in your 100-percent program that you mentioned? 

Mr. Foxey. Well, we have programed 2,400. And I won’t take 
your time to read the list, but I can place in the record if the com- 
mittee wishes the distribution of that program at many times of the 
year. 

PERMANENT HOUSING PLANS 


Mr. Norre i. I wish you would. And I wish you would let the 
record show the cost of houses in the different areas and how much 
the Government will cover—whether it is 100 percent or 80 or what. 
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(The information requested is as follows:) 


PROGRAMED PERMANENT Hovusine ror Kansas-MissouRI-OKLAHOMA 
Fioop Disaster AREA 


A total of 2,400 units has been programed to date for this area by the Housing 
and Home Finance Agency. These units, to be held for rent or sale to flood 
victims, are to be constructed in the following localities: 





Most of the 2,400 programed units will have sales prices of not more than $7,000. 
However, up to 25 percent of this number may be approved at sales prices of up 
to $8,000 if they contain at least three bedrooms. 

For these units housing credit restrictions are relaxed, special FHA mortgage 
insurance and Veterans’ Administration guarantees are made available, and the 
Federal National Mortgage Association is authorized to make advance commit- 
ments to purchase, and to purchase without the usual 60-day waiting period, 
mortgages guaranteed by the Veterans’ Administration or insured by the FHA. 

Mr. Fo.ry. May I comment there a little further? 

When I say we have programed it we called meetings of the building 
industry early in several key points—lenders, suppliers, real estate, 
local officials, labor—to put to them the problem of getting houses 
built quickly to replace the inventory. Those meetings met with good 
response, the first problem being the financing. Then we set up this 
program which I have described of having builders come in and get 
what amounts to permits to build under that program. And only 
those houses programed are eligible for the 100-percent loans which 
Congress authorized. There has not been time for those to get under 
construction, but builders have come forward and applied for the 
entire quota. 


STATE AND MUNICIPAL ACTIONS ON HOUSING 


Mr. Norretyi. Now I wish you would give a break-down of the 
total expenditures of the housing authority regarding these matters. 
Have the cities or the States done anything at all toward adding tem- 
porary or permanent housing or anything else that comes under their 
jurisdiction? 

(The information requested is as follows:) 


ALLOCATIONS BY THE Hovusinc AGEeNcy FoR FLoop Rewer UNpDER DISASTER 
Reuier Act (Pusztic Law 875, 81st Cona.) 


Pursuant to authority conferred by Executive Order No. 10221 upon the 
Housing and Home Finance Administrator under the Disaster Relief Act, alloca- 
tions under that act have been made in the following amounts for the purposes 
indicated: 


Funds to Kansas (general clean-up and rehabilitation) 

Funds to Missouri (general clean-up and rehabilitation) 

Funds to Oklahoma (general clean-up and rehabilitation) 

Temporary housing 

Agriculture (livestock feed) 

FSA for insect and rodent control, water and sewage work, general 
environmental santiation, etc ‘ 228, 600 


15, 328, 600 
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Mr. Fotey. Taking first the temporary housing, Mr. Chairman, I 
think the answer is financially, no. Mr. a 5 the commissioner 
of the Communities Facilities Service, will correct me if I am wrong 
on any of these statements. Financially, no. As I explained earlier, 
we undertook to provide the etna, delivered it there, bore the ex- 
pense of preparing sites where sites had to be prepared, the city tak- 
ing the responsibility for placement and management thereafter. I 
believe it is fair to say that they will have incurred some administra- 
tive expenses. But as to the cost of housing or the direct cost of 
developing the sites, no. 

There is no part that I know that the city or State government 
could play financially in the provision of permanent housing. It will 
probably be done under the insured mortgage system. And I should 
here say that it isn’t our estimate that 2,400 houses is all that is re- 
quired. ‘That is just a program of that special act, and there will be 
a great deal of other housing built for individuals and for rent for which 
we will give help through the insured mortgage system but not on the 
100-percent basis, because the type of property will not qualify under 
the law under that 100 percent. 

With respect to our other work, which is the allocation of these 
several millions of dollars to the States of Kansas and Missouri for the 

eneral purposes of the Disaster Relief Act, we have consistently fol- 
teat the policy, Mr. Chairman, that the law requires us to see to it 
that there is a reasonable contribution to the work involved by the 
State and local governments. And so we have an established procedure 
through which that is done. Our staff of engineers operating out of a 
regional office in Kansas City examines the submitted projects—it 
may be the temporary repair of a street or of a road or of a bridge or 
of a health facility or of a sewer—and goes over the preliminary esti- 
mates and the statement of facts with the Governor’s staff, determines 
whether it is a project eligible under the act or whether the amount 
proposed as its cost is probably reasonable; and then determines to 
the best of their ability what part of it the city or the State probably 
ean and should pay. The allocation is made to the Governor, and he 
reallocates to the various communities involved after that kind of a 
joint study. The moneys, however, are not paid out at that time. 
it is a reimbursement proposition. And as the work proceeds and as 
the vouchers come in they are audited and payments are made on the 
basis of audited vouchers. 

So I can say there that a considerable financial contribution is 
made by the cities and States, not on a matching basis, since there is 
no formula under the law, but on a reasonable basis. 

Mr. Norreu. On services rendered, is that what you are get- 
ting at? 

Mr. Fotny. On services rendered or on actual payment of bills, 
depending on the financial ability of the city. 

Mr. Norrutt. I don’t want to encumber the record here, but I 
do think the committee would like to know actually what the local 
State governments are doing. 


COSTS OF TEMPORARY PROJECTS 


Mr. Foxy. Would it help, Mr. Chairman, if I gave to you for the 
record, since it would be a considerable amount of figures, a work 
sheet showing the estimates of cost of temporary projects involved 
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in the allocations with the amount of Federal allocation which we 
have approved as against a given cost? That would, I think, indicate 
the amount of the cost of a given repair project that was being borne 
by someone other than the Federal Government. And that in total 
would give you the contribution to this part. 

Mr. Norrewu. I want to know the amounts that the States and 
the cities have expended so far, not estimates, but I would like to 
know what they are doing now, not what they plan to do. 

Mr. Foutey. Well, that, of course, I think I would not be competent 
to give you except as it relates to the type of thing I am talking 
about where of course the expenditures have not been made but have 
been committed for. 

Mr. Norrety. Let me ask you, then, to give us that. 

Mr. Fouey. ! think on the total picture of what they have ex- 
pended in connection with the flood the State governments themselves 
are the best authorities, since not all of the things that they would 
be spending money on come within our jurisdiction, 

Mr. Norreti. Then is the Federal Government going ahead 
without knowing what the State governments or the cities are going 
to do or are doing? 

Mr. Fouey. With respect to the disaster relief fund and its admin- 
istration the answer is no. We know what the cities and States 
have done or the part they are committed to do in connection with 
any work for which we have committed to pay.’ As far as our agency 
is concerned, as far as the Disaster Relief .Act is concerned, we do 
know. But what I was pointing out was that there were many things 
on which the State would spend money with which we are not con- 
cerned in the Disaster Relief Act, such as unemployment compensa- 
tion, some of their road work, and so on. 

Mr. Norrety, I believe you have about $10,000,000 of the 
$25,000,000 that you had not allocated as of today. 

Mr. Foxtey. Not allocated, but which I indicated will have to be 
allocated. 

Mr. Norreuu. You are planning—for instance, to allocate some to 
the Army engineers in the future? 

Mr. Fouey. As of the moment. 

Mr. Norreti. How much of this $25,800,000, if you know, has 
actually been expended, cashed out, checked out? 

Mr. Foury. Well, I couldn’t give you an answer to that at this 
moment. I can provide one. 

(The information requested is as follows:) 


Funds actually disbursed! by Federal Government under Disaster Relief Act (Public 
Law 875, 81st Cong.), as of Sept. 24, 1951 


To State of Kansas__-_ cans = 016 tine kienctaice Sh a oO 
To State of Missouri.________.___- gS it3) kp 306, 784. 66 





MRS Soa aad as cee 1, 351, 440. 02 

1 Includes vouchers executed for reimbursement upon basis of receipted bills of the States involved. Does 

not include $3,958,750 directly obligated by the housing agency for temporary housing. Disbursements 
made on basis of previous allocation by the Housing and Home Finance Administrator under the act. 


Mr. Norretyi. Would you do that? Are we going to get any of 
these green sheets from your Department, Mr. Foley? They haven’t 
been supplied as yet. 
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Mr. Foxtey. We are not in a position to provide them, since there 
has been no definite allocation to us under this proposal and we 
consequently are not able to estimate what would be required. 

Mr. Norretu. Mr. Whitten? 

Mr. Wuirttren. Mr. Foley, I want to compliment you on the way 
in which you have presented this matter as well as on the very splendid 
job which apparently you have done. I know that, in spite of all the 
relief efforts that have been made, there has been tremendous suffer- 
ing and dislocation out there. But it is apparent from your presenta- 
tion that everything humanly possible has been done on a planned 
and systematic basis, so that this condition has been relieved about 
as speedily as it might have been and perhaps faster than it would 
have been if it hadn’t been on a systematic basis. 

Mr. Fotey. Thank you, Mr. Whitten. 

Mr. Wuirren. I appreciate your problem in trving to tell the com- 
mittee what you will do in the future, in view of the way in which 
this matter comes before you insofar as the indemnification and insur- 
ance programs are concerned. It is admitted that there is no law 
for this, and there is no authority for the committee to make any 
special appropriation. Quite naturally there is no way for us to pass 
judgment on what Congress will do, and there is hardly any way for 
you to estimate what you would have to do under that. 

But getting away from these two subjects—t is, indemnifi- 
cation and flood insurance program—and in both of these cases, in 
my own judgment at least, there is no»authorization, no law, no legal 
way for the committee to act on the authority further than that, 
without making changes in legislation. I do think that the enactment 


of such legislation would be as great a departure from the regular 
way of operating as it could be, and that certainly it should have a 
long and thorough study by an appropriate legislative committee. 
Now in view of that situation I am going to ask my questions as to 
what exists now. 


LEGAL AUTHORITY OF HOUSING AND HOME FINANCE AGENCY 


Now you have authority under the present law—and if it is agree- 
able with the chairman I would like for you to place in the record in 
connection with your testimony the appropriate sections under which 
you act or could act direct in this area. 

(The information requested is as follows: ) 


AUTHORITY OF THE HOUSING AND HOME FINANCE ACENCY TO GIVE ASSISTANCE 
TO VICTIMS OF THE FLOOD DISASTER 


1. The so-called Disaster Relief Act, Public Law 875, Eighty-first Congress, 
approved September 30, 1950.—Under this law, $25,800,000 has been made 
available for emergency relief assistance to States and local governments in major 
disaster areas as determined by the President. The program is administered 
under a delegation by the President to the Housing and Home Finance Adminis- 
trator contained in Executive Order 10221, dated March 2, 1951. 

2. Public Law 107, Eighty-second Congress, approved August 3, 1951.—This 
law amended Public Law 875, Eighty-first Congress, to permit the furnishing of 
purely emergency, temporary shelter under that law. It aiso amended section 
8 of the National Housing Act to permit liberal FHA insurance of mortgage 
loans to be made by private lenders to flood victims for the construction of new 
homes. 

3. Relaxation of residential credit restrictions under the Defense Production Act 
of 1950.— As an administrative matter, residential real estate credit restrictions 
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under the Defense Production Act have been relaxed by the Housing and Home 
Finance Administrator so as to permit more liberal financing terms for permanent 
housing construction in disaster areas. 

4. FHA mortgage insurance——The systems of FHA mortgage insurance on 
permanent housing are available in the disaster area upon the relaxed credit 
terms made available under the Defense Production Act of 1950. The recently 
enacted Defense Housing and Community Facilities and Services Act of 1951 
(Public Law 139, 82d Cong., approved September 1, 1951) made available 
an additional authorization of $1,500,000,000 for the purposes of such FHA 
mortgage insurance, 

5. Advance commitments and set aside by F NMA.—Under authority contained 
in the Defense Housing and Community Facilities and Services Act of 1951 
$200,000,000 was made available for advance commitments by the Federal 
National Mortgage Association for the purchase of FHA-insured or V A-guaran- 
teed mortgage loans on housing in the flood disaster areas, as well as defense 
housing aided under that act and military housing. There has been set aside 
for such advance commitments and the purchase of mortgages without the usual 
60-day waiting period, the sum of $17,600,000 and additional funds up to a total 
of $50,000,000 are being reserved for these purposes. 

6. The slum clearance and urban redevelopment program under title I of the Hous- 
ing Act of 1949.—This program, which involves Federal grants in the amount of 
two-thirds of the net cost to local slum clearance and urban redevelopment 
agencies for the acquisition, clearing, and replanning, and sale or lease for use in 
accordance with redevelopment plans, of lands in slum or blighted areas, is 
available for use in the flood disaster area. Of the total $500,000,000 authoriza- 
tion for the purpose of grants and $1,000,000,000 for loans under this program 
adequate amounts remain which could be used in the flood area. The law limits 
the use of these funds so that not more than 10 percent can be made available in 
any one State. 


Mr. Norre tv. I would like to ask Mr. Waters, Mr. Foley, and Mr. 
Bukowski to submit for the record an exhibit showing all activities 
now helping in the flood area, of all agencies, with funds presently 
available, additional funds which can be made available without 
action of this committee, and statistics showing how many applica- 
tions are handled, loans made, loans denied, and other helps provided 
by any of the agencies. 

Mr. Foury. May I ask a question, Mr. Chairman? 

Mr. Norre wu. Yes, sir. 

Mr. Fo.trey. Would it perhaps serve your purpose if the Adminis- 
trator of the Housing Agency under the coordinating powers of the 
Disaster Relief Act, accumulated those reports and presented them 
to you as one? 

Mr. Norre tu. I didn’t quite understand. 

Mr. Forry. If the Administrator, as the coordinator under the 
Disaster Relief Act, accumulated the reports under the several agen- 
cies, since neither Mr. Waters or Mr. Bukowski will be in a position 
to get them from any other agencies that will be involved, it might 
be more satisfactory. 

Mr. Norretu. Well, we would like to save a complete statement 
of that as nearly as you can get it. But we don’t want to be un- 
reasonable. 

Mr. Fouey. My point was bringing it in as one report, since neither 
one of the two gentlemen would he able to get it from the agencies 
involved. 

Mr. WuirtEen. That probably would have a great deal of space in 
the record too. 

Mr. Norrewi. We are trying to expedite it at this point so that we 
will have it all in the record. 
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(The information requested is as follows:) 


FepERAL RELIEF AND ASSISTANCE ACTIVITIES IN THE Kansas-Missouri-OKk.a- 
HOMA FLOOD DisasTER AREA 


Under the provisions of Executive Order No. 10221, dated March 2, 1951, 
the Housing and Home Finance Administrator was given authority by the Presi- 
dent to coordinate Federal relief activities in major disaster areas. Pursuant 
to this delegation, immediately after the occurrence of the flood in the Kansas- 
Missouri-Oklahoma area Mr. Foley, Housing and Home Finance Administrator, 
had representatives of the Housing Agency in the flood area for the purpose of 
determining the extent of the damage and coordinating necessary relief efforts. 
Army, Navy, and Air Force personnel with liaison through the State National 
Guard, cooperated with the Red Cross in providing immediate emergency relief. 
At the same time initial funds were made available by the Housing Administrator 
to the States of Kansas, Missouri, and Oklahoma for relief purposes in accordance 
with Public Law 875, Eighty-first Congress. Such funds were for performing 
work essential for the preservation of life and property, clearing debris and 
wreckage, and making emergency repairs to and temporary replacements of public 
facilities damaged or destroyed. 

Available public housing under the jurisdiction of the Public Housing Adminis- 
tration in and near the disaster area was made available to the fullest possible 
extent to house flood victims, and representatives of the Housing Agency cooper- 
ated with the American Red Cross in the location of temporary quarters for those 
displaced by the flood. Later, after the amendment of Public Law 875 by Public 
Law 107, Eighty-second Congress, approved August 3, 1951, the Housing Admin- 
istrator, through. the Community Facilities Services and the Public Housing 
Administration (both parts of the Housing Agency) has made available 1,100 
trailers as temporary stopgap housing and approximately 300 more trailers will 
be made available for flood victims. This total of approximately 1,400 trailers 
units should be adequate for temporary stopgap housing needs in the area if per- 
manent quarters are made available in the reasonably near future. Additional 
funds may be made available for this purpose under Public law 875 if required. 

When additional funds under the Disaster Relief Act were made available by 
Publie Law 80, further allocations were made to the States of Kansas, Missouri, 
and Oklahoma for purposes of relief and rehabilitation. $1,000,000 of these funds 
was also allocated to the Department of Agriculture for providing emergency 
livestock feed in the area and an allocation of $228,600 was made to the Federal 
Security Agency for insects and rodent control, water and sewerage work, and 
general environmental sanitation. The Corps of Engineers will request reim- 
bursement for work performed by it in clearing debris, cleaning and replacing 
roads and bridges, removing dead animals and other similar purposes. 

The status of funds under the Distaster Relief Act, as of September 24, 1951, 
was as follows: 


EE eR ER ARISES 9 RNS SES SE s RERCRRRR ee  ag 2 $25, 800, 000 
Funds allocated 15, 328, 600 


Total additional funds available 


Requested by Corps of Engineers 
Requested by State of Kansas 
Additional temporary housing 
Reserve for future disasters 


Total additional 


The specific Housing Agency aids which are available for the provision of 
permanent housing for flood victims are listed elsewhere indicating the amounts 
presently available for these programs. 


HOUSING PROGRAMED BY THE HOUSING ADMINISTRATOR FOR THE FLOOD DISASTER 
AREA 


The Housing Agency has taken affirmative action to program 2,400 units of 
permanent housing for the flood area with special benefits, including suspension 
of residential real estate credit restrictions, FHA mortgage insurance on 100 
percent loans in accordance with section 8 of the National Housing Act and VA 
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eerenties for loans up to 100 pereent on new homes, and participation in the 
ederal National Mortgage Association fund set aside for the purchase of mort- 
gages with FHA mortgage insurance or VA guaranties without the usual 60-day 
waiting period. The total number of 2,400 units programed had been, as of 
September 18, oversubscribed by 1,386 units. Units in addition to 2,400 will 
be programed as determined to be necessary to meet the needs of flood victims. 
ogramed housing is taken up through the filing of applications by prospec- 

tive builders with representatives of the Housing Agency in the area and the 
subsequent assignment to the builders of quotas by these representatives 

For the purpose of purchasing mortgages on the initial 2,400 homes the FNMA 
has set aside $17,600,000. Additional funds up to $50,000,000 could be made 
available for the purchase of mortgages in the disaster areas if determined to be 
necessary. 


RECONSTRUCTION FINANCE CORPORATION IN THE DISASTER AREA 


Section 4 (a) (4) of the RFC Act authorizes the Corporation “to make such 
loans as it may determine to be necessary or appropriate because of floods or 
other catastrophes.’’ Under section 4 (c) of the RFC Act, there is a limitation 
of $40,000,000 on the total amount of disaster loans that the Corporation may 
make. On June 30, 1951, the sum of $35,579,000 was available for such loans in 
the present disaster. Of this amount and as of September 20, 1951, the sum of 
$25,175,000 is unused and is available for this disaster program. The loans made 
under this program are for the rehabilitation of homes and businesses. 

The number of applications for assistance up to September 20, 1951, in the 
present disaster and the action taken on these applications is shown below: 





Applications | Number Amount 








1,515 | $19, 820, 132 
Approved ; 10, 404, 167 
Withdrawn RS eae Pe Tet 3 54 1, 590, 583 


55 550, 638 
Pending : | 7, 274, 745 





| San, se peg 5 IRIS gl 
Application forms delivered_ 


DEPARTMENT OF AGRICULTURE ASSISTANCE 


In addition to the $1,000,000 allocated to the Department of Agriculture by 
the Housing and Home Finance Administrator from funds made available under 
Public Law 875 for the purposes of emergency livestock feed in the flood-disaster 
area, the Department of Agriculture has a number of existing programs which 
are being of assistance to farmers in this area. These programs, including 
emergency flood control, disaster loans to farmers, flood-control surveys, the farm 
credit systems and others, are dealt with more specifically in the following 
statement: 


Unirep States DEPARTMENT OF AGRICULTURE—STATEMENT OF SELECTED 
, ACTIVITIES IN THE FLOODED AREAS 


EMERGENCY FEED PROGRAM 


On July 20, 1951, the Department was authorized by the Acting Administrator 
of the Housing and Home Finance Agency to expend not to exceed $1,000,000 for 
providing emergency livestock feed in Kansas, Missouri, and Oklahoma, subject 
to reimbursement from the emergency appropriation. 


Obligations to Sept. 15__ $213, 594 
Estimated additional 


EMERGENCY FLOOD CONTROL 


On August 1, 1951, the Acting Secretary approved the use of $150,000 of flood 
control funds for emergency measures for run-off retardation and soil erosion pre- 
vention within the area of intensive damage. Work consists principally of removal 
of debris from channels and plugging channel break-outs or cut-offs on the water- 
sheds affected. 


LHR | SERRE Ree Ore ate Ne Rae RAPER ner io re hears ee $114, 412 
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DISASTER LOANS (FHA) 


The balance in the Disaster Loan Revolving Fund on July 1, 1951, was 
$13,000,000. Receipts during the year are estimated at $19,000,000. 

See attached statement for additional information on applications received and 
approved. 


Number of loans and amounts in areas covered by the estimate 


Kansas (363) 
Oklahoma (107) 
Missouri (118) 
Illinois (8) 


SOIL CONSERVATION SERVICE 


The Soil Conservation Service is carrying on a program of technical assistance 
to soil conservation districts in the flood-disaster area. This consists of (a) surveys 
to determine the land capability and conservation needs of the land, (b) technical 
assistance in the planning and establishment of conservation practices which will 
conserve soil and water and promote sound land use, (c) the grant of limited 
quantities of conservation plant material as an incentive to providing protective 
cover for the land, and (d) the loan of special equipment needed to facilitate the 
establishment of conservation practices but which is beyond the purchase ability 
of individual farmers or not readily available for their use. 





Estimated assistance to 
| Number of | districts in flood area, 1952 
districts in 
flood area 





Man-years | Obligations 
151 | $687, 667 
337 , 562, 062 
388 | , 769, 167 








Missouri } 74 364, 095 
Nebraska } 36 | 140 634, 387 
Oklahoma. .._.- 54 189, 535 








Technical assistance to soil conservation district cooperators is undoubtedly 
providing some contribution to relief and rehabilitation in this area through 
replanning and reestablishing of conservation practices. The work of the SCS 
in this area is part of a national program and as such, funds and manpower are 
necessarily allocated at the beginning of the fiscal year on the basis of workload 
and needs ir this and other areas. It is therefore not possible to make a significant 
shift in program operations to this area. 


FLOOD CONTROL SURVEYS 


It is anticipated that flood-control surveys in the flood area will be conducted 
on the following rivers or streams: 


Big Blue Weeping Water 
Osage Salt Wahoo 
Big Nemaha Nishnabotna 
Little Nemaha 


It is anticipated that about $145,000 will be expended for this purpose in these 
watersheds involving about 27 man-years of work. 

These surveys are made as the first step in flood-control operations to alleviate 
damages such as occured in the recent flood. Also, flood-control operations in 
northern Iowa on the Little Sioux River are in progress. 

It is expected that about $640,000 involving about 82 man-years will be 
expended which should have a bearing on relieving flood conditions. Of the 
$640,000 about $313,000 will be contract work. 


RURAL ELECTRIFICATION 
To date there have been no loans made as a result of the recent floods; however, 


here is one loan pending for the D. S. and O. Electric Cooperative Association, 
Inc., that may be made later this year. 
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Assistance was given by REA field personnel, such as: 

(1 istance in organizing the State-wide associations of REA borrowers 
in the affected flood area in determining the estimate of flood damage and 
what material, equipment, and assistance would be required to place the 
organizations back into normal operating condition; 

2) Engineering assistance concerned with survey of damage, restoration 
of service, procurement of materials, scheduling of repairs, etc. ; 

(3) Assistance to borrowers in appraising flood damage and determining 
the possible need for loan funds to restore service, etc. 

— of the regular loan program, new consumers are continually being con- 
nected and insofar as consumers connected are located in the flood area, there is 
an additional indirect contribution to flood relief and rehabilitation. 


FARM CREDIT 


(Description of institutions supervised by FCA, the type of credit available from 
each, and the amount of credit extended during the fiscal year 1951) 


Production credit corporations and production credit associations: The produc- 
tion credit corporations and local cooperative production credit associations were 
authorized by the Farm Credit Act of 1933 to constitute a permanent and depend- 
able system for making short-term agricultural loans to farmers and stockmen. 
The corporations do not make loans—they organize, partially capitalize, and 
supervise the associations which provide short-term credit for general agricultural 
purposes at reasonable costs and on terms and conditions suitable to the borrowers’ 
needs. As farmers and stockmen obtain loans, they are required to own voting 
stock in their local association equal to $5 per $100, or fraction thereof, of the 
amount of the loan. Each association is under the management of a board of 
directors elected from and by the voting stockholders. The associations obtain 
their lending funds principally by rediscounting with and borrowing from the 
intermediate credit banks. FCA has subscribed $975,000 to Kansas associations 
to enable them to carry outstanding loans and to make new loans. Additional 
capital will be subscribed when, and as, needed. 


Credit extended during fiscal year 1951 


NR is os Shoe $32, 138, 456 | Nebraska $33, 173, 304 
Missouri 48, 049, 212 | Oklahoma 30, 034, 659 
7 54, 503, 289 + 
60, 717, 238 258, 616, 158 

Federal land banks and national farm loan associations 


The Federal land banks were organized in 1917 under the provisions of the 
Federal Farm Loan Act of 1916 as permanent institutions designed to provide 
agriculture with long-term farm-mortgage credit on an amortization basis at 
reasonable rates of interest. Land-bank loans are made through local cooperative 
credit institutions called national farm-loan associations which were also authorized 
by the Federal Farm Loan Act of 1916. These associations are made up of 
Federal land-bank borrowers, each member subscribing to stock in the association 
to the extent of 5 percent of the loan he obtains from the land bank; the associa- 
tion then subscribes to a like amount of stock in the bank. Each association 
elects a board of directors from its membership and this board is responsible for 
the activities of the association. The land banks obtain their lending funds 
principally through the sale of consolidated farm-loan bonds to the investing 
public and by direct borrowings from commercial banks, 


$7, 661, 500 | Nebraska $9, 431, 800 
5, 618, 700 | Oklahoma 

16, 262, 700 a 

13, 092, 599 Total 57, 840, 199 


Banks for cooperatives 


The 12 district banks for cooperatives, and the Central Bank for Cooperatives 
located in Washington, D. C., were established in accordnace with the Farm 
Credit Act of 1933 to provide a permanent and dependable source of specialized 
credit for cooperative associations engaged in marketing farm products, purchasing 
farm supplies, and furnishing farm business services. These banks make three 
types of loans: Commodity loans, operating capital loans, and physical facility 
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loans. The latter type includes loans for storage facilities for agricultural com- 
modities as authorized by section 417 of the Agricultural Act of 1949. 


$24, 665, 091 | Nebraska $3, 490, 881 
9, 700, 716 | Oklahoma 26, 060, 382 
18, 066, 355 —_——_—_—— 
9, 539, 857 Total 91, 523, 282 


Federal intermediate credit banks 


The Federal intermediate credit banks, organized pursuant to the Agricultural 
Credits Act of 1923, do not make loans to individuals, but are primarily banks of 
discount. They provide a permanent source of short-term or seasonal credit to 
enable production credit associations and other local lending institutions to supply 
agriculture with the types of credit needed at reasonable rates of interest and 
maturities adapted to the normal liquidating seasons; they also make loans to 
and discount certain paper for banks for cooperatives. The banks obtain their 
lending funds principally through the sale of consolidated collateral trust deben- 
tures to the investing public and by direct borrowings from commercial banks. 

The loans made in 1951 shown for the Federal intermediate credit banks rep- 
resent only loans to privately capitalized financing institutions; they exclude loans 
to other Farm Credit institutions. 

There is adequate credit available to those who can meet the eligibility require- 
ments of Farm Credit institutions. . 


$4, 247, 674] Nebraska $2, 160, 796 

2, 970, 987 | Oklahoma 13, 878, 959 

2, 818, 578 ——— 

; RC RES rere cares 4, 430, 294 30, 507, 288 


Farmers Home Administration (other than disaster loans) 


The Farmers Home Administration makes loans to farmers who are unable to 
secure adequate financing at reasonable rates from other sources. The types of 
loans are as follows: 

1. Farm ownership direct or insured loans for the purchase, enlargement, or 
development of family-size farms at 4 percent interest and amortized over 40 
years. Loans are limited to the long-term earning capacity value of the farm as 
improved. 

Regular loan funds available in fiscal year 1952 


$305, 450 
609, 745 192, 520 


320, 140 105, 200 


2. Production and subsistence operating loans for operating expenses and 
other farm needs at 5 percent interest and payable over a period of 7 years. Loans 
are limited in size to $7,000 and the total amount outstanding may not exceed 
$10,000. 


Regular loan funds available in fiscal year 1952 


$1, 320, 900 ‘ $2, 642, 550 

2, 550, 000 745, 200 

2, 500, 000 480, 000 

3. Water facilities loans to individuals and groups for the construction, repair, 


or improvement of domestic or irrigation water facilities at 3 percent interest for 
periods up to 20 years. 


Regular loan funds available in fiscal year 1952 


None 
None 
160, 000 


_4. Farm housing loans and grants for the construction, improvement, altera- 
tion, repair or replacement of dwellings and other farm buildings. Loans are 
made for periods up to 33 years at 4 percent interest. 


Regular loan funds available in fiscal year 1952 


205, 385 | Missouri____.._..._...__._- 525, 860 
382, 450 | Nebraska 
441, 755 | Oklahoma. _-_- 
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_ All of the funds are available for relief and rehabilitation in this area and 
practically all loans in these areas during the 1952 fiscal year will be to borrowers 
who have suffered some damage. 


Number of Farmers Home Ar employees in designated areas in each 
tate 


52 
72 
121 


Cooperative Agricultural Extension Service 


The Extension Service in the areas covered by the flood is attempting to give 
all possible emergency aid to the stricken farmers, and at least one-fourth of the 
time of the county agent, the home demonstration agent and the 4-H Club 
worker in each of the flooded counties is being given to this work. However, 
there are no extension funds available from Federal sources to adequately meet 
the need for the intensive help essential in the next few months in order that the 
families in these areas may be reasonably rehabilitated to go into the winter 
months with safe and sanitary homes and shelter for their remaining livestock. 
The extension workers’ time which has been diverted to the emergency aid has 
been directed toward giving advice on the planting of fall crops where possible 
and emergency feed crops for livestock as well as guidance and assistance to farm 
families on rebuilding and repairing damaged homes and farm buildings, and 
repairing fences and wells. The home demonstration agents have directed their 
attention to the problems of feeding and farm family, cleaning homes damaged 
by flood, distributing clothing and giving assistance on health and sanitation 
problems. The time which can be devoted to individual families is necessarily 
limited and extra help is essential now as most farm families have not the infor- 
mation necessary to cope with such intensive damage before the winter months 
begin. 

This statement covers the more critical flood areas only. 


Amount being spent on an annual basis in these areas from regular funds 


$779, 692 
754, 930 


I noose Rss ec tee = so a aT A a alae tah Ses on oh lnc ome bs nk > gh 177, 426 
Nebraska 128, 496 
Oklahoma 130, 696 


Number of employees contributing to this work on an annual basis 


MT ii gash ia ital eels Pe anc latin Sn td nl a cli A a as Ba 
Nebraska 
Oklahoma 


At least one-fourth of their time is devoted to emergency aid in the flooded 
counties. These extension workers are jointly employed with Federal, State, 
and local funds. 

CCC price-support loans 


The Commodity Credit Corporation is in a position to extend price-support 
loans on such price-support commodities as farmers in the flood are able to raise 
on their impoverished lands. This will contribute to long-range recovery. The 
figures indicate by States the loans which have been made through July 31 for 
the 1950 and 1951 crops in the general area under consideration. 
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Loans made in selected States and counties (through July 31, 1961) 








| 1950 crop 1951 crop Total 


| $80,197,327 | $14,723,484 | $103, 920, 811 

30, 337, 860 9, 806, 634 40, 144, 494 

Missou 9, 929, 611 7 10, 277, 583 
Illinois 15, 658, 141 16, 135, 394 
| 51,310, 055 51, 311, 814 

43, 128, 672 , 43, 371, 209 


5, 028 ) (*) 
12, 451 () 
' (1) 

() 

@) 

(1) 











1 Not available by counties. 


Production and Marketing Administration 


The agricultural conservation program assists farmers to carry out soil-conser- 
vation practices through reimbursement of part of the cost thereof or by the 
advance of materials and services. As indicated in item 2b of the tabular data 
presented, allocations in disaster areas have been specifically earmarked for 
restoration practices to the extent funds were not otherwise committed for regular 
practices. 


1. Total 1951 program allocation (including all counties whether in disaster area or not) 


‘Nebraska ; $8, 123, 000 


Iowa... nS , ‘ eT eee : PER Etat Rage hi a es i el 
hens oie ak 10, 827, 000 

8, 219, 000 

11, 912, 000 

8, 945, 000 


2 (a) Estimated total 1951 agricultural conservation program funds to be used in 
counties in designated disaster areas 


(b) Estimated amount included in (1) above which will be used for restoration 
practices 
PR is AER OES ee Oi heii ee rn ee otae ig ere ba — am ae 1 None 


EE LLG A POAT HE HE WEL: Bebe MRS Si LESS Ia cas aa a Oe $457, 000 
2 SS EE sous BL AN.6 8, Se ies caine 817, 250 


Oklahoma 153, 000 


(c) Total agricultural conservation program administrative expenses in these counties 





Amount 





$45, 000 
568, 386 
476, 182 

55, 000 





! All funds committed prior to announcement of special program for restoration practices, 
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CCC distribution of commodities 


Under section 416 of the Agricultural Act of 1949 food stocks on hand in the 
inventories of the Commodity Credit Corporation have been made available to 
State and local welfare departments working with the Red Cross in the disaster 
area. While large quantities of available stocks have been offered, preliminary 
reports from which summary figures are presented to the right indicate rather 
limited ability to use the types and quantities of food stocks offered. According 
to these reports, relatively few wholesale food warehouses were seriously damaged 
by the flood. This together with the rapid restoration of transportation facilities 
and priority movement of perishables made food supplies available to city dwellers 
through commercial channels. 


Preliminary report of commodities donated in Kansas-Missouri flood disaster area 





Commodity Pounds — 

















DisastER LoANS—ADDITIONAL STATEMENT ON APPLICATIONS RECEIVED 
AND APPROVED 


The peak of loan demand in connection with flood relief and rehabilitation is 
not expected until later in the fiscal year. Each county office in the area is 
presently receiving many inquiries but relatively few formal applications. How- 
ever, county offices report an anticipated heavy flow of applications after October 
15. A substantial number of applications are expected for operating require- 
ments in connection with the next planting season. Many of the farmers who 
have suffered serious damage have not yet completed their plans for reconstruc- 
tion and are still in the process of making investigations of possible sources of 
supply and most economical means of bringing their production back to norma! 
levels. In many places levees have not been repaired and farm land is being 
repeatedly flooded. A major factor in the limited number of applications to 
date is the fact that farmers are delaying action until some decision is reached 
on indemnification payments currently under consideration by the Congress. 

Listed below are formal applications received for disaster loans under Public 
Law 38 and the loans made to date in the area of flood damage. 


Applications for disaster loans to Sept. 24, 1951 





} 
Number | Amount | State Number | Amount 
i 





Received: Withdrawn or rejected: 
Illinois $49, 005 Illinois 
15, 500 
1, 034, 172 
370, 464 


833 


SSn— 


3, 500 
85, 000 


ES 


| Sage 


wo! 8842 = 





oe) 
z 




















Unritep States DEPARTMENT OF AGRICULTURE—SUPPLEMENTARY STATEMENT ON 
Farm Crepit ACTIVITIES 


The Farm Credit Administration and the credit institutions it supervises have 
taken a number of steps to help farmers in the flooded areas. Primary damage 
occurred in two Farm Credit districts. The Wichita district has two of the 
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worst flooded States, Kansas and Oklahoma, in its territory, and the St. Louis 
office serves Missouri, also badly flooded, as part of its territory. 

The four Farm Credit units in each of these districts—the production credit 
corporations, the Federal land banks, the banks for cooperatives, and the Federal 
iwtermediate credit banks—immediately began helping survey the damage and 
offering added credit through the respective credit systems whenever possible 
and necessary. Men from these two districts have made numerous trips out over 
the flood regions to see what their organizations could do to help and have sat 
in on many committee meetings to help formulate plans for this disaster area. 
They have met with commercial banks and other lenders to work out credit 

rograms. 
7 he production credit corporations have detailed fieldmen to special service 
with production credit associations in the flood area. They are helping rehabili- 
tate offices and records, determine damage suffered on farms, and make necessary 
credit available to farmers. These production credit association loans are short- 
term loans mostly covering livestock and crop production. 

Seven production credit associations in northeastern Kansas, one in Oklahoma, 
and three in Missouri were most badly affected. The Farm Credit Adminis- 
tration authorized up to $2 million additional capital for associations in the 
Wichita district if necessary. So far six production credit associations serving 
39 counties in Kansas have received additional Government capital in the form 
of class A stock from the Wichita Production Credit Corp. in amounts ranging 
from $100,000 to $250,000 for a total of $975,000. The Farm Credit Administration 
stands ready to subscribe additional amounts if and when needed. Attached is a 
list of these associations showing the amounts of additional Government capital 
received and the counties which they serve. These emergency investments 
will enable these associations not only to carry over loans of worthy members who 
cannot meet their current payments another year, but also enable them to serve 
new members damaged by the flood who have a sound basis for credit. These 
investments will increase the borrowing and discounting capacity of the associa- 
tions by several times the amount of the additional Government capital. 

The Federal land banks announced immediately after the flood that they stood 
ready to make loans through the national farm loan associations to farmers who 
can qualify. Applicants for loans from the Federal land banks must be elected 
to membership by the national farm loan association serving the territory in which 
their farms are located and their loans must be recommended by the association. 
Farms must qualify as Federal land bank security and the loans are limited to 
not more than 65 percent of the normal agricultural value of the farms as deter- 
mined by appraisal. These loans are to repair and replace farm buildings, fences, 
and other improvements, and to buy equipment and livestock. They are long 
term loans and secured by a first mortgage on the farm. Present borrowers in 
flooded areas will be given every reasonable assistance. Such assistance depend- 
ing upon the circumstances of each case may take the form of deferment or 
extension of maturing installments, the advancement of taxes or insurance 
premiums, reamortization of the loan, or additional loans. 

The banks for cooperatives in the two districts have been in touch with the 
farmers’ cooperatives in their area who have loans to see what help they might 
require. While substantial damage to buildings, equipment, and inventories 
has been reported by several, so far only one grain cooperative and one seed 
cooperative have received additional financing. The grain cooperative could not 
move wheat from its Kansas City terminal because of the transportation tie-up 
and therefore could not get the immediate cash returns on its grain which it 
needed to make returns to its members. 

It received a $250,000 operating capital loan from the Wichita Bank for Coop- 
eratives. The seed cooperative used $750,000 made available to it by the St. Louis 
Bank for Cooperatives in assembling and holding seed delivered by members 
at country points until the flood damage to the central warehouse could be repaired. 
The association, with the bank’s financial help, is attempting to reclaim 1950 seed 
damaged by the flood. It has switched from a commodity type loan to an operating 
type one. 

he Federal intermediate credit banks, operating as banks of discount for other 
units of Farm Credit Administration and privately capitalized agricultural lenders 
rather than dealing directly with farmers, announced it stood ready to help 
production credit associations and any privately capitalized financing institutions 
concerned in their field work as much as possible. 


89525—51—12 
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Farm Credit Administration.—Production credit associations in the Kansas flood 


area which 


have received additional U. S. Government capital (class A stock 


purchased by the Wichita Production Credit Corporation), amount received, and 


counties served 





Production credit association 


Additional 
Govern- 
ment 
capital 


Counties served 





Manhattan 


Chanute 


Damme: Caer aii sie So ice Si bcs 


North Central Kansas (Concordia) -- 
Ottawa 


125, 000 


ue 100, 000 
150, 000 


250, 000 
100, 000 





$250, 000 





Marshall, Clay, Pottawatomie, 
Wabaunsee. 

Coffey, Woodson, Allen, Bourbon, Wilson, Neosho, 
Crawford, Labette, Montgomery, Cherokee. 

Dickinson, Morris, Marion, Lyon, Chase. 

Jewell, Mitchell, Republic, Cloud, Washington. 

Osage, Douglas, Johnson, Miami, Franklin, 
Anderson, Linn. 

Lincoln, Ottawa, Ellsworth, Rice, Saline, 
McPherson. 


Riley, Geary, 





Federal Crop Insurance Corporation—Contracts 1n force, and estimated indemnity 
payments! in flood disaster States 


(Estimates are for the State as a whole, for damage from all causes) 





Commodity description 


Nli- 
nois 


Mis- Okla- 


Nebraska 





Beans: ‘ 
Number of contracts in force . 
Estimated number of indemni- 


ties 
Estimated indemnity payments !_ 


Number of contracts in force. ___- 
Estimated number of indemni- 
GOR cd sas cable es eke 
Estimated indemnity payments !- 
— crops: 
Number of contracts in force - 
os number of indemni- 


Estimated indemnity pay ments !_ 
Wheat: 
Number of contracts in force . __- 
Estimated number of indemni- 
ties i 
Estimated indemnity pay ments! 
Total: 
Number of contracts in force - ___ 
Estimated number of indemni- 
ties 


5, 349 


260 
$65, 000 
782 


135 
$12, 000 


10, 404 

1, 270) 
$149, 000} 
16, 535 








1, 337 


550 
$247, 000 
19, 323 


1, 139 
$249, 000 


6, 538 


1, 500 
$535, 000 


5, 206 35, 712 


000 972 2,119 3, 057 12, 418 
$210, 000) $1, 009, 000/$1, 533, 000) $4, 901, 000 


6, 591 8, 382 5, 349 62, 910 
1,316 3, 062 


115 
000 
767 


250 
$103, 000) 
4, 737 


1 
$3, 000 
4, 660 














050 15, 607 





6, 3, 034 
Estimated indemnity payments !- 228) a0 $125, oools2, 382, 000 $28, 42% sragtendoy venbonrtengs $5, 932, 000 





! Indemnities are limited to investment in crop or out-of-pocket costs, and do not cover anticipated profit 


on the crop. 


Federal Crop Insurance Cor poration—Estimated employment fiscal year 1952 








Illinois... ....- 
lowa 
Kansas 
Missouri 
Nebraska 
Oklahoma 


Total 


Personal services per- 
manent (estimated) 


Personal services ad- 
justers (estimated) 





Man- 


y 
Number months 


Cost Cost 





$34, 150 
25, 875 
53, 195 
21,375 
30, 950 
24, 595 


190, 140 


46. 

18. 4 
374. 

53. 
188. 
119. 








799. 4 
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Mr. Wuirren. Mr. Foley, I believe I made the request for the 
record for you to furnish information indicating the authorization you 
now have to do those things. 

Mr. Foutry. You are referring to the housing? 

Mr. Wuirrren. Yes. As I understand it, that would include this 
flood relief act or the act giving authority in flood damage. What is 
that authority? 

Mr. Fo.ey. You are speaking of the Disaster Relief Act? 

Mr. Wuirren. Yes. 

Mr. Fouey. That is Public Law 875. 

Mr. Wurrren. Under that 

Mr. Fotry. Under that, as amended at this session of Congress, 
the Housing Agency may use funds out of the appropriated amount 
of $25,000,000 to provide temporary housing or shelter for persons 
placed in need of it by the flood. 

Mr. Wuitren. Now with respect to permanent housing, you can 
work under your regular—— 

Mr. Founy. The regular operation of the Federal Housing Admin- 
istration particularly. We have certain other authorities in which we 
can help, and I did not in the beginning represent this responsibility 
I have, a joint responsibility with the Federal Reserve Board for 
residential credit controls. 

Mr. Wuirren. In proper casés you can guarantee up to 100 percent? 

Mr. Foiey. Under the FHA or the VA, what amount to 100- 
percent loans can be guaranteed or insured, and we have under the 
authority of the Defense Production Act relaxed credit controls for 
flood sufferers. 

Mr. Wuirren. I believe you also do not-have to wait for the 
initiative to be taken by people in the area, but can prosecute your 
own plans to provide at least 2,400 units of permanent housing. 
And having prepared the plan, you have the authority to go out and 
sell your plan to the people in the area, including the local banks or 
other lending institutions. The Federal Government through you 
can and in proper cases will guarantee 100 percent of the money 
advanced. 

Mr. Foury. Yes. We can not only insure under the Federal! 
Housing Administration’s authority 100 percent of value—which 
might not be the same as it would be for the private lender—but we 
also can come along behind it and say, ‘‘If you can’t keep the mortgage, 
the Federal National Mortgage Association will take it off your hands 
at par.” 

Mr. Wurrren. I believe you did say that you have funds available 
to help these cities make plans for additional areas so that some of 
these blighted areas—and by that I take it you mean these areas in 
close to the streams 

Mr. Foutey. The urban areas. There is an interesting thing there. 
You are referring to my discussion of what was possible under title I 
of the Housing Act of 1949? 

Mr. Wuirren. Yes. 








s 
ELIGIBILITY OF CITIES TO PARTICIPATE 





Mr. Fouey. Of course, as is proper, in all of these things the 
initiative must rest with the local community. We have the help 
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available. The interesting situation, as I understand it, in Kansas 
where most of this is, is that under the State law only one city is 
eligible to avail itself of that help, Kansas City. Topeka and Man- 
hattan, particularly, are two towns that might well use it. But as 
I understand their law they would have to amend it before they can 
avail themselves of it. 

Mr. Wuitren. What can you do there, can you advance up to a 
million dollars? 

Mr. Fo.tey. Under title I of the act of 1949 in the redevelopment of 
blighted or slum areas we can in effect make them loans for the plan- 
ning of such redevelopment, for the acquisition of the land—that is 
the administrative operation—for the purchase of the land, and those 
are repayable loans. Upon the completion of a housing project com- 
plying with the law we may make a grant which represents not more 
than two-thirds of the write-down on the land, being then devoted to 
some other purpose and quite possibly having less value for that pur- 
pose. 

That assurance is the key of the urban redevelopment plan. We 
have over-all authority to make a half-billion dollars of such grants 
and a billion dollars of such repayable loans. We have made alloca- 
tion in reserve funds to this project. 

Mr. Wuirten. In connection with these cities in Kansas that can- 
not now qualify due to State law—of course, there is nothing to keep 
a special session of the legislature from being called and the law 
changed. 

Mr. Forey. That’s right. I understand one has been asked of the 
Governor. 


POSSIBLE CHANGES IN EXISTING LEGISLATION 


Mr. Wuitten. Now passing over that part of it for the moment, 
is there any change that is needed in the law that you know of to 
enable you to go in there and make funds available to put these people 
back into permanent quarters, if they were willing to accept full loans 
for such housing? 

Mr. Fo.ey. Well, Congressman Whitten, I have given a great 
deal of thought to that before the question ever arose here. Naturally 
with my responsibility I would be down there on the scene. We have 
a variety of types of cases and there is no particular pattern you can 
follow for the flood classifications. As I indicated earlier you have 
some considerable percentage of the sufferers from the floods who were 
not owners, they were tenants. A tenant is eligible. 

Mr. Wuirren. I don’t mean to interrupt you. Let’s put it this 
way. Personally I think that in view of this tragedy, so far as the law 
will permit us, we should do everything we can to relieve it. But I 
don’t know that there is any obligation for the Federal Government to 
make home loans to people who were not home owners before this 
happened. So I would like to know whether you can enable those who 
were home owners to get back into homes, and whether there is 
another provision so that quarters might be made available for the 
tenants as tenants again. In other words, I think we will do well to 
put them back as well as they were before without any obligation to 
improve on that. 
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From other floods it is apparent that your damage, quite frequently 
the greater damage, is along the points closer to the stream level and 
the river banks. It is to be hoped that any benefits, if there is any 
to this kind of tragedy, will be that through better planning some of 
these dwellings may be put in better areas. But I think the Federal 
Government will do well in getting them back into status quo rather 
than making home owners out of those who have never been in that 


ca . 

a I understand. What I was trying to do was to clarify 
the problem. As a matter of fact, under the existing situation it is 
probably going to be easier for us to make it possible for the tenants 
to become home owners than it is those who have owned property, 
and that brings up the problem of existing debt. And I have addressed 
myself to the question you raised the other day, Congressman Whitten, 
as to whether minor changes in existing authority such as might quite 
acceptably perhaps be made in an appropriations measure would to a 
large extent solve the problem. We can think of no minor change 
that would do that. If, for instance, it was decided as a matter of 
policy by the Congress that in the interests of speed we preferred to 
go ahead on an extremely liberal loan or guaranteed loan basis, 
realizing that there might te large losses, but that it was preferable 


for a variety of reasons to grants, then I think you could amend the 
law covering the FHA, and possibly the VA, in such a way that you 
could accept and cover all of these cases, assuming the readiness of 
private capital to make the loans because they were insured. That 
would require, however, a very drastic revision to meet this problem 
of accumulated undischarged debt. The whole insured mortgage 
system is based on economic soundness. In other words, a sound debt 


is for the benefit both of the borrower and of the Government. If we 
remove the requirement for economic soundness, on the philosophy I 
outline as a possible philosophy, then we can say, ‘‘Yes, we can insure 
any loan within the reasonable value of the property plus the debt 
which cannot be discharged.”’ 

To do that I would say would require a drastic change in the FHA, 
and ought to be done—if done at all, and I am not recommending it 
as necessary at this point—through the establishment of a special 
insurance fund as we did in the war housing, backed by substantial 
funds from the Treasury, because there would probably be large 
losses, and then you would not vitiate the funds from other mortgage 
insurance programs. 

That, I say, is the only change that would make it possible to do a 
great deal more than we are presently able to. 

Mr. Wuirren. There are two or three things that I think you are 
overlooking. I don’t question the fact that you are going to take 
care of 100 percent of the problems that arise. I dare say that the 
only way to do that is to give you a blank check and say “Go to it.” 
But under the orderly processes of Government it makes the excep- 
tional cases hard to handle, since if you are going to have general 

rules you have to make them generally apply. But I think you have 
overlooked a few poeestgeire you know more about it than I—but 
I am a lawyer and have practised a great deal of law. For instance, 
if there is a house out there that is in bad shape as a result of the flood 
and here is a mortgage against it, if the man in the house is to borrow 
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money and spend it on improving the property it strikes me that the 
situation of the man with a mortgage on a nonusable house is improved 
if he steps back and makes his Sean secondary for what you will let 
him have to put the property in shape. In other words, his security 
is improved fr the Federal Government making funds available to 
put that property in good shape even though ry a duty in doing 
so to make a second mortgage for that which is made available. And 
I don’t see that you would have a bit of trouble in the world in doing 
that except in cases where it was known that the home owner was 
worth a lot of money and that his personal note was good security 
for what was advanced. I don’t think you would have a bit of trouble 
in those cases to get the lending institution or whoever had the 
mortgage to give this man aid in putting his home back in shape. 
It would be benefited, except, as I say, in the isolated case where the 
lending institution knew that the man could pay anyway. 

Mr. Foury. I don’t disagree with you at all. That would require 
no amendment of Federal law. However, banks and other lenders 
would be subject to applicable legal requirements concerning the 
security of their loans. 

Mr. Wuirten. So as far as I am concerned you can operate under 
the present law? 

Mr. Fotry. Where it would help those cases I think we have no 
requirement of law that we need. We could not require the lender 
as you indicated to write down his debt but the taking of a second 
mortgage by someone else could be permitted under our law where 
we have already had an insured first mortgage. 

Mr. Wuirtten. It would be the case of the lender having the 
second mortgage, but it would push him back as a second in that case. 


Mr. Foiny. We would not be able to insure a second mortgage. 
But the facts you have given us require no change in our law. 

Mr. Wuirren. As I say, the man, in order to get this property 
back in shape, gives the second mortgage on the first. 

Mr. Fotey. I know of no law that would empower us to do that. 


Turspay, SEPTEMBER 25, 1951. 


REcONSTRUCTION FINANCE CORPORATION 
WITNESSES 

PETER I. BUKOWSKI, DEPUTY ADMINISTRATOR, RECONSTRUCTION 
FINANCE CORPORATION 

JAMES L. DOUGHERTY, GENERAL COUNSEL, RECONSTRUCTION 
FINANCE CORPORATION 

ARTHUR M. BLACKLOW, COUNSEL, RECONSTRUCTION FINANCE 
CORPORATION 

HAROLD T. MASON, BUDGET OFFICER, RECONSTRUCTION FINANCE 
CORPORATION 

HEEERT J. WATERS, ASSISTANT TO THE UNDER SECRETARY OF 
AGRICULTURE, DEPARTMENT OF AGRICULTURE 


A. E. HOWSE, PERSONAL REPRESENTATIVE OF THE DIRECTOR, 
OFFICE OF DEFENSE MOBILIZATION 


Mr. Norreti. The committee will come to order. 
I believe that when we adjourned Friday we were questioning the 
witnesses from the Housing Authority. Apparently there are no 
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further questions to be put to the witnesses from this agency. There 
being no additional questions, I want to thank you for your testimony. 

Our next witness is Mr. Bukowski, of the Reconstruction Finance 
Corporation. Mr. Bukowski, do you have any general statement 
you would like to make? 

Mr. Bukowski. Mr. Chairman, I have no written statement to 
present. 

Mr. Norre.t. Do you desire to make some oral statement? 

Mr. Buxowskt. I desire to make an oral statement. 

Mr. Norre t. I will ask you to start out by giving your name, 
the position you hold, and a brief summary of your past record so 
that those who may read these proceedings may know who you are. 


GENERAL STATEMENT 


Mr. Buxowsk1. Very well. I am Peter I. Bukowski, Deputy Ad- 
ministrator of the RFC since June 20 of this year. 

I came from Chicago where, for the last 6 years, I have been the 
president and active head of a bank of $32,000,000 of deposits, located 
in a section of the city that has to do pretty much with a cross section 
of the type of people that we have in Chicago, both as to racial groups, 
nationalities, type of employment, and business and industry. 

I am a resident of Chicago, and prior to my banking affiliation I 
served for 13 years with the RFC in Chicago, rising from field exam- 
iner to agency manager. That experience, to me, was very much 
akin to banking and merely supplemented previous experience which 
now constitutes my entire career of a lifetime in banking, serving 
small communities and, shall we say, little people, so that I have a 
knowledge of their problems and a sympathetic understanding of their 
objectives in life. 

Mr. Norre.u. Very good, Mr. Bukowski. Now, you may proceed 
with your statement. 

Mr. Buxowskt. With respect to the matter before us, I should 
like to make these observations for the information of the committee 
and for the record. 

Because of our intimate contact with the disaster region over the 
past 4 months, we have an appreciation of the extent of damage to 
agriculture, industry, and commerce, and of the temendous property 
toll taken by the flood. 

For this reason, we subscribe to the basic concept presented in the 
statement of justification that speedy restoration of productivity of 
agriculture and industry in this area is vital to our entire national 
economy. 

The position of the RFC on the subject before the committee is 
that this is a program recommended to the Congress by the President, 
and the RFC, therefore, upon its passage, stands ready to administer 
and carry out speedily and effectively any part of the program that 
may be assigned to it. 

The legislation propdsed contemplates three basic things. They 
are liberal loans, indemnities, and flood insurance, all under the direc- 
tion of a Flood Disaster Administration with respect to the formula- 
tion of basic policies and with functional responsibilities assigned to 
other agencies. 

The RFC is in this picture primarily because we are already per- 
forming in part one of the specified functions, namely, loans. The 
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RFC also participated in discussions relating to the carrying out of 
certain other functions, specifically, the problems relating to the 
indemnity and flood-insurance programs. 

In order that the committee may evaluate the RFC’s possible use- 
fulness in this program, I should like the privilege of giving a brief 
background of our disaster experience. 

Our lending operations are conducted pursuant to section (a), 
paragraph 4, of the RFC Act, which reads: 

. The Corporation is authorized to make such loans as it may determine to be 
necessary or appropriate because of floods or other catastrophes. 

This isbroad language and autbority, and, except for certain limita- 
tions to which I shall refer later, it made possible a series of steps as 
related to the Kansas-Missouri-Oklahoma flood areas that I believe 
will be of interest to this committee. 

The first flash floods occurred in Hays, Kans., on June 7. We 
immediately declared this region a disaster area. The full force of 
the flood hit the Kansas cities on July 13, and, on the same day, the 
flood-affected areas in the States of Kansas, Missouri, and Oklahoma 
were declared disaster areas to become eligible for consideration of 
loans under the appropriate sections of the RFC Act. 

This was followed by the establishment of emergency field offices 
with adequate staffs, as rapidly as such could be assembled, in order 
to render prompt assistance to disaster victims. Our regularly 
established offices or agencies are located at Kansas City, St. Louis, 
and Oklahoma City. Emergency field offices were established at 
Kansas City, Lawrence, Topeka, Manhattan; Salina, Ottawa, and 
Marion, Kans.; also at Carrollton, Jefferson City, and Perryville, 
Mo.; and Miami, Okla. 

Recognizing the imperative need for speed in handling disaster- 
loan applications, we streamlined our procedures by doing the follow- 
ing: 

(1) Enlisting the cooperation of local banks to distribute, receive, 
and process loan applications. ‘ 

(2) Authorizing examiners in charge of emergency field offices to 
approve loans up to $5,000. 

(3) Authorizing agency managers at Kansas City, St. Louis, and 
Oklahoma City to approve loans up to $50,000, this authority being 
increased from $20,000. 

The foregoing program was wholeheartedly accepted by the local 
banks, and it is functioning smoothly. Its advantages are obvious. 
The RFC obtains the benefit of the local bank’s knowledge of the 
borrower’s character and credit; the bank shares importantly in 
serving its community. 

Under this arrangement, loan applications up to $5,000 may be 
approved in 24 hours. Upon the issuance of a loan commitment, the 
disaster victim may proceed to make arrangements with the con- 
tractor for restoration of damage. The commitment is assurance to 
the contractor that the funds to pay the cost, of repair will be avail- 
able. Where funds, as distinguished from a commitment, are urgently 
required, the bank may make a temporary loan against the approved 
RFC commitment. 

Operating under the foregoing procedure, as of September 20 we 
received a total of 1,515 applications for about $20,000,000. Of these, 
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1,149 have been approved in the approximate amount of $10,500,000; 
55 were declined, 55 were withdrawn, and 257 are in various stages 
of prvcersing. The latter are, in the main, for relatively larger 
amounts an egate more than $7,000,000. Our staffs had 7,528 
interviews and there were handed out 2,282 applications. It is diffi- 
cult to estimate how many more applications may be expected. For 
the week ending September 20, the interviews were over 500, the appli- 
cations given out were 120, and the applications filed 128. The 
reports from the field offices indicate that many disaster victims are 
holding back on filing loan applications until the prospects of an 
indemnity program are clarified and disposed of. 

On the other hand, there are indications that many are drawing on 
their savings accounts and other sources of their own funds to rehabili- 
tate their properties and restore damage rather than borrow funds for 
these purposes. 

For the results so far achieved much credit is due the banks for 
their unselfish, civic-minded devotion of time and energy to this com- 
munity service. Such service to their respective communities has 
been a long-standing tradition with local banks. 

Perhaps it might is desirable to insert into the record at this point 


our experience with disaster loans in the past. 

Through June 30, 1951, the RFC authorized a total of 26,640 disaster 
loans, either directly or through the Disaster Loan Corporation. The 
amounts of these authorizations totaled $63,256,000, against which 
$50,269,000 had been disbursed. The average authorization was 
slightly less than $2,400. These figures do not include 718 authoriza- 
tions for $16,185,000 made from 1932 to 1937 for “Repair of damage 


by earthquake, flood, etc.’’ under the Emergency Relief and Construc- 
tion Act of 1932 and a similar act approved in April 1934. 

Included in the figures for the Disaster Loan Corporation and the 
RFC as its successor are four major disasters which account for more 
than 80 percent of the authorizations and about half of the dollar 
amount authorized. Here are the details: 

In the Mississippi-Ohio Valley flood of 1937 there were 7,537 loans 
authorized as a result of this disaster. The amount authorized was 
$8,613,000, or an average of about $1,150 for each authorization. 
The disbursements actually totaled $7,027,000. 

In the case of the New England hurricane and flood of 1938, the 
authorizations as a result of that disaster numbered 1,880, or a total 
of $20,332,000. The disbursements actually amounted to $19,204,000. 
The amounts authorized and disbursed include a loan of $16,269,000 
for the salvage of blown-down timber made to the Federal Surplus 
Commodities Corporation in connection with this disaster. Exclud- 
ing this one large loan, the average amount of each authorization was 
about $2,160. 

In the case of the southeastern crop failure of 1939, that disaster 
was due to excessive rainfall which ruined the crops of cotton farmers 
in the area. As a result, the Corporation authorized 12,154 loans 
totaling $1,994,000. 

Mr. Wuirren. Pardon me for interrupting you. Did you say 
1939 or 1949? 

Mr. Bukowski. 1939. 

Mr. Wuirten. Thank you. 
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Mr. Buxowsk1. The average authorization was about $165. . It 

was stated that most of these loans were for the purpose of pur- 
chasing seed to replant the lost crops. 

In the case of the Mississippi flood of 1940, there were 1,025 loans 
authorized in connection with that disaster which totaled $414,000. 
The disbursements amounted to $345,000. The average authoriza- 
tion was slightly over $400. 

It is a great tribute to the integrity of the American people that 
the losses and charge-offs on these ee were but $3,500,000, or 
approximately 7 percent of the amount disbursed. 

I should like to say for the reeord that our authority places no re- 
striction on who is eligible for a disaster loan. Being aware of the 
functions designated for the Department of Agriculture, we obviously 
refrained from loans to farmers. While the RFC concerns itself in 
its normal operations with loans to business enterprises, in disaster 
lending we interpret our authority to include housing or home-damage 
restoration as well as retail and wholesale commercial establishments 
and manufacturing plants. 

We are operating with funds borrowed from the Treasury with an 
over-all ceiling limitation of approximately $993,000,000. Within 
this limitation, the present limitation on catastrophe loans is $40,000,- 
000. Against this, we have $4,600,000 in loans outstanding. With 
recent commitments and pending applications the funds available for 
use approximate $15,000,000. 

T am of the opinion that a substantial increase of funds for catas- 
trophe or disaster lending is necessary, and, if not provided pursuant 
to the program presently before this committee, then this should be 
done by raising the limitation on use of funds for catastrophe pur- 
poses from the present ceiling of $40,000,000 to $100,000,000 and con- 
currently therewith increasing the over-all ceiling limitation of $993,- 
000,000 to $1,053,000,000 since the increase in question for disaster 
purposes should not be made, in our judgment, at the expense of our 
other lending responsibilities. 

At this point | would like to make a brief comment on indemnities. 
These are intended to cover in part the losses sustained to real and 
personal property. It will be recalled that these fall into three group- 
ings: They are farms, homes or housing, and industrial and com- 
mercial. There can be no disagreement about farm indemnities. Any 
such program should go into the competent hands of the Department 
of Agriculture for administration. 

Industrial and commercial indemnity claims could go to the RFC. 
There is a question on the housing or home indemnities. Logically, 
an agency or authority having to do with housing should be considered 
for that assignment. But it is a fact that the making of loans for the 
restoration of damage to homes falls within the actually performed 
functions of the RFC. Hence, it would not be illogical to consider 
the RFC also for the purpose of processing housing indemnity claims. 

The investigation of indemnity claims and the investigation of loan 
applications have a great deal of similarity. The same inquiry into 
the credit and integrity backgrounds of the parties and the same kind 
of examination and evaluation and verification of damage are necessary 
for indemnity claim decisions as for loan purposes. 

Because our staff is in the field with several months of experience 
in this specific area and because of the smoothly working program of 
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bank cooperation, it may well be that all indemnities, other than farms, 
should be assigned to the RFC. Moreover, the RFC could utilize our 
present arrangement with local banks for the distribution and partial 
processing of claims. 

The decision will rest with the Flood Disaster Administration. 
Our position, restated, is that we will undertake to administer as 
carefully and as efficiently as we know how any part of the program 
contemplated by the measure before you. 

Before closing with this phase of the matter before the committee, 
I should like to call attention to page 6 of House Document 228, specif- 
ically provision 3 (c) which reads: 

Direct loans or the guaranteeing of loans made by any public or private financial 
institution upon such terms and conditions as may be deemed necessary for the 
rehabilitation of houses, farms, and private businesses. 

I wish to make two points. 

Ordinarily, under appropriation procedure, funds are available for 
expenditures for only 2 years after the expiration of the act. Since 
this bill is an appropriation, it is difficult to understand how we could 
guarantee loans, the terms of which may extend over a period of 
years, as the guaranteeing agency is committed to purchase the loan 
at any time during that period. It is, therefore, suggested that the 
following language be added: 

* * * and provided further that funds committed to guarantee loans shall 
remain available for expenditure until the commitment has expired. 

The second point is this: The requested appropriation will expire 
June 30, 1952. Beyond that period the agency making the loan will 
have administrative expenses incident to the servicing of the loan 


and may find it necessary to make additional advances for purposes 
of care and preservation of collateral. Since, under normal appro- 
priation procedures, any receipts are automatically deposited to mis- 
cellaneous receipts of the Treasury, it is believed advisable that 
provision be made for the withholding of such receipts to cover 
necessary expenses and advances. The following language is, there- 
fore, suggested to take care of this problem: 


* * * and provided further that 2ll receipts from loans made pursuant to 
this Act be deposited to miscellaneous receipts of the Treasury after deduction of 
expenses incurred and advances made in the adininistration and liquidation of 
loans. 

Now as to the flood insurance revolving fund. To say the least, 
the development of a comprehensive, workable program, blueprinting 
its operations and estimating its benefits, costs, amenities, and head- 
aches requires more time than any of us have had an opportunity to 
devote thereto. In broad perspective, however, such an operation 
would not be new to the RFC if assigned to us. 

As this committee knows, one of the RFC’s subsidiaties in World 
War II days was the War Damage Corporation. In its relatively 
brief existence, working in cooperation with the insurance industry, it 
collected premiums of about one-quarter of a billion dollars and turned 
over to the Treasury approximately $210,000,000. The total claims 
aggregated $1,275,000. Of these claims, all but 300 in number and 
$73,000 in amount arose under the “free’’ program, principally in our 
Pacific island possessions. Of the claims paid for losses in the United 
States, about a dozen were for losses in California, in the one case, 
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where a Japanese submarine shelled oil tanks, and in the second case, 
where there were false air raid alarms on the west coast, amounting 
to an aggregate of $3,000. Nearly all the rest, amounting to some 260, 
were for losses in New York State resulting from the explosion in 
New York Harbor of a United States naval vessel returning from 
combat patol. ; 

If, in the emergent setting up of a flood insurance revolving fund, 
administration and operation thereof by the RFC is deemed desirable, 
based on past experience with the War Damage Corporation, then, on 
behalf of the RFC, I wish to give assurances of our readiness to under- 
take the responsibility. 

In conclusion, let me state the fact of one-minor handicap in our 
current loan operations. The present language of the RFC Act does 
not clearly establish our authority to make participation loans with 
banks in the case of disaster or catastrophe loans. However, if it were 
construed that such authority did, in fact, exist, then the limitation 
of 70 percent maximum deferred participation presently provided by 
the RFC Act would apply. 

We believe that speed is the essence of any worthwhile and effective 
assistance. However expeditious the program under which we are 
now operating, we believe that procedures can be speeded up even 
more by clearly defining the RFC’s authority to ales participation 
agreements, which is another way of guaranteeing loans, in respect of 
loans in disaster areas, giving us the authority to make such partici- 
pations up to 100 percent. 

We have some suggested revisions of the language of pertinent parts 
of the RFC Act. "hey are herewith submitted for the committee’s 
further consideration. I do not think I will take the time to read 
them, but I will insert them in the record if that is agreeable. 

Mr. Norre.u. That is perfectly all right, sir. 

(The revisions referred to are as follows:) 

Section 4 of the Reconstruction Finance Corporation Act, approved January 
22, 1932 (47 Stat. 5), as amended, is hereby amended as follows: 

Paragraph (1) of section 4 (b) is amended to read: 

(1) No financial assistance shall be extended pursuant to paragraphs (1), (2), 
and (3) of subsection (a) of this section, unless the financial assistance applied 
for is not otherwise available on reasonable terms. All securities and obligations 
purchased and all loans made under paragraphs (1), (2), and (3) subsection (a) 
of this section shall be of such sound value or so secured as reasonably to assure 
retirement or repayment. All loans made pursuant to subsection (a) of this section 
may be made either directly or in cooperation with banks or other lending institu- 
tions through agreements to participate or by the purchase of participations, or 
otherwise.” 

Paragraph (3) of section 4 (b) is amended to read: 

““(3) In agreements to participate in loans, wherein the Corporation’s disburse- 
ments are deferred, such participations by the Corporation (except for loans made 
under paragraph (4) of subsection (a) of this section) shall be limited to 70 per 
centum of the balance of the loan outstanding at the time of the disbursement, 
in those cases where the total amount borrowed is $100,000 or less, and shall be 
limited to 60 per centum of the balance outstanding at the time of disbursement, 
in those cases where the total amount borrowed is over $100,000.”’ 

Mr. Buxowskr. That summarizes pretty much the attitude of the 
RFC. I should like to supplement this by saying that, as to the 
budget aspects of this program, we feel that, if we can have the 
approval of our original request for operations, the request made by 
Mr. Symington several months ago of $17,750,000, we can absorb the 
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cost of the lending activities of this program, if we are to perform 
such activities nadie our present statutory authority. 

In the matter of indemnities, our estimate is that we can administer 
such a peogram, if assigned to us, with its application to indemnities 
for homes, housing, business, and industry, for an amount not exceeding 
$2,300,000. 

In the matter of implementing the flood insurance program, drawing 
from past experience with the War Damage Corporation, the cost will 
approximate $150,000 per annum. 

If green sheets are desired to support those, our budget officer, Mr. 
Mason, will respond with them very promptly. 

Mr. NorreE. Does that complete your general statement? 
Mr. Buxowsk1. Yes, sir. 
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Mr. Norrewy. Before I get into the questions, I would like to find 
out if you can furnish the committee with the green sheets setting 
forth your personnel and administrative requirements under this 


program. 
Mr. Buxowskt. We will be glad to do so; yes, sir. 















Mr. Norreuu. Do you have that? 

Mr. Buxowsk1. I do not have that with me. 
Mr. Norre.u. You can get it to us later? 
Mr. Buxowsk1. Yes, sir. 

(The green sheets are as follows:) 
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REHABILITATION OF MIDWESTERN FLOOD-STRICKEN AREAS AND OTHER PURPOSES 
(ALLOCATION TO RECONSTRUCTION FINANCE CORPORATION) 







Funds available for obligation 













Estimate, 
1952 






Allocation from ‘‘Rehabilitation of midwestern flood-stricken ar@as’’_.__..___.........-.---- $220, 000, 000 



























Obligations by activities 












Estimate, 
} 1952 


















I. Direct aid for restoring productivity: 
(a) Grants for rehabilitation of industrial and commercial property -.-.-._--....--.--) $75, 000, 000 
If. The lean program: 
(a) Disaster loans for industrial and commercial property, credit for which is not 
od ante wnkine emmnommaindecuiscnmhes coe | 
III, Federal flood insurance: 
(a) Revolving fund to provide insurance against damage to, or loss of, private 
property from floods occurring within the United States or its Territories. papel 50, 000, 000 
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REHABILITATION OF MiIpWESTERN F.Loop-StTRICKEN AREAS AND OTHER PuR- 
POsES (ALLOCATION TO RECONSTRUCTION FINANCE CoRPORATION, DiREcT 
Aw For ReEstoRING PropvwctTiviry) 


Obligations by objects 





Object classification 





Full-time equivalent of all other positions 
Average number of all employees 


01 a service administrative expenses: Part-time and temporary positions 

02 rave 

03 Transportation of things 

04 Communication services 

05 Rents and utility services 

06 Printing and reproduction 
i a a a a 
08 Supplies and materials 

11 Grants, subsidies, and contributions 

15 Taxes and assessments 








REHABILITATION OF MIDWESTERN FLOop-STRICKEN AREAS AND OTHER PuR- 
POSES (ALLOCATION TO RECONSTRUCTION FINANCE CORPORATION, DISASTER 
Loan PROGRAM) 

Obligations by object 





Object classification ——. 





Total number of permanent positions 
DUE Ne Oe aco on os ia ccicibe a nck ciechs dn wlecdannbbewe Dibksnnesuudues 





Personal services administrative expense: Permanent positions......_- pnt er Ran no Da 
Travel 

ee ESS IIE ee Wee OPE Ae RE POE OE 
Cpmmeanaenneenens Ger wanes... HEE kt ce as hac i eee enc cccueeacee- 
Rents and utility services 

Printing and reproduction ‘ 

Other contractual services_____- kent dates cibuinekeekhs. uitiniioteboebie hawnnnpuenmen 
ERE im ARREST 2 AR I aE TE Sere i Se LE SES nc leap oe 
Taxes and assessments 
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REHABILITATION OF MIDWESTERN FLOOD-STRICKEN AREAS AND OTHER PURPOSES 
(ALLOCATION TO RECONSTRUCTION FINANCE CORPORATION, REVOLVING FuND 
FOR FEDERAL FLOOD INSURANCE) 


Obligations by objects 





. e . Estimate, 
Object classification 1952 





07 Other contractual services (reimbursement to Reconstruction Finance Corporation for 
Seterenintrative Gkpeiies): . ssi se e cls B R Reaek $150, 000 


es COI. 6s Cocine cc cnvicds duns ; m 150, 000 
Reserved for payment of insurance claims 49, 850, 000 
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REHABILITATION OF MIDWESTERN FLOOD-STRICKEN AREAS AND OTHER PURPOSES 
(ALLOCATION TO RECONSTRUCTION FINANCE CORPORATION) 


Obligations by objects (summary) 





, Estimate, 
Object classification 1952 





Total waver OF permanent poswsons |: 262.3! 8 Soe cn ec he: 380 
Full-time equivalent of all other positions 
Average number of all employees os 320 


01 Personal service administrative expenses: | 
Permanent positions -_-__...__-_..___- SEBO. CT AESE LS TMS AER UE PPSIR SE RAS ON tana t. $900, 000 
Part-time and temporary positions 700, 000 


1, 600, 600 
Travel 85, 000 


Transportation of pone sn mah OBER GEA of Eg REL 1 AN Bip RRS BRE Rea oe 5, 000 
Communication services 6 35, 000 

5 Rents and utility servi hs 110, 000 
6 Printing and regweduetion 8, 000 
Tee ek mnt mncasunnanonss x 255, 000 
ES a fo on Sues aloes nesdcheoneuh sess seaghoeucbactoce sees 13, 000 
Grants, subsidies, and contributions i 74, 125, 000 
eo a aaa ceuidintcadubebdwet vows eaneus a<on 5 14, 000 

16 Investments and loans (net) 93, 900, 000 
Reserved for payment of insurance claims 49, 850, 000 





Total obligations 





Mr. Norre.t. All right. 


MANNER OF EXPENDITURE OF FUNDS 


Now, according to the justifications before the committee, I believe 
your portions of the program can be divided into three parts. The 
first is the indemnity payments in the amount of $75,000,000. The 
second is the loan funds in the amount of $95,000,000. The third is 
in the flood-insurance funds in the amount of $50,000,000. That 
makes a total of $220,000,000. Is that right? 

Mr. BuxkowskI. Yes, sir. 

Mr. Norretu. Now, I wonder if you can give us a further break- 
down of how this money would be expended; an itemized statement, 
in other words, as to how you would expend the amount of indemnity 
funds, loan funds, and insurance funds. 

Mr. Buxowskt. I doubt that I would be in a position to break it 
down in any substantial detail, Mr. Chairman, because the over-all 
policy on the thing would have to be determined by the Flood Disaster 
Administration yet to be established. 

Mr. Norre.vu. Yet to be formulated? 

Mr. Buxowsk!. Yes, sir. 

Mr. Norre.tu. How soon do you think this over-all policy will be 
formulated be ce these expenditures? Do you have any idea? 

Mr. Buxowskt. No, sir. I think Mr. Howse, who generated this 
program, will be in a better position to answer that question. 

Mr. Norreiu. Anyway, that is the best you can do as of today? 

Mr. Buxowsk!. Yes, sir. 


BASIS FOR GRANTING LOANS 


Mr. Norreti. You mentioned awhile ago the matter of loans by 
some of the banks of up to $5,000 and loans by certain other banking 





190 


institutions up to $50,000. Will you give us a brief summary as to 
what would be the basis of loans up to $5,000 and then the basis of 
loans up to $50,000? 

Mr. Buxowsk1. Fundamentally, our approach has been and is 
that any victim of this flood disaster has the right to apply for a loan 
in an amount not exceeding the amount of damages sustained, whether 
that be for the repair of his home, for the repair of the fixed assets in 
his business, or for the loss of inventory or other property in the oper- 
ation of that business. 

So, I would say that the small loans of from $100 to $5,000 are 
related to housing damage, while anything over $5,000, in the main, 
will apply to business enterprises and industrial plants. 

Mr. Norreuu. Now, assume that an individual who lives in this 
area has $10,000 worth of personal property, such as an automobile, 
a television set, a radio, and so forth, that has been washed away. 
What would he have to do in order to get a loan of the maximum 
amount that your program would provide? 

Mr. Buxowskr. Well, such an applicant would obviously have to 
present evidence to substantiate—— 

Mr. Norre.i. What do you mean by “evidence”? What would 
he have to do? 

Mr. Bukowski. Our examiner would make inquiry of his neighbors 
as to what type of home this man had to justify a $10,000 loan. 

Mr. Norre.u. I am not talking about the destruction of his home. 
I am talking about the destruction of household fixtures and auto- 
mobiles and other movable property. What would he have to do to 
make a loan? 
amet Buxowskt. We would not make a loan to replace an automo- 

ile, sir. 

Mr. Norre i. Will you state that again? 

Mr. Buxowskt. We would not make a loan to replace an automo- 
bile. The Government doesn’t have to provide money for that 
purpose. 

Mr. Norretu. You do not propose to include automobiles. How 
about television sets? 

Mr. Buxowsk1. I doubt that we would make him a television loan; 
I mean that we would include the television as part of his costs. We 
are concerned primarily with the essentials of living. He has his par- 
lor furniture, his bedroom furniture, and his kitchen equipment. 

Mr. Norretit. Would you say that an aalaanaiiee was not an 
essential in living? 

Mr. Bukowski. Well, we wouldn’t consider that essential enough 
for his living to be financed by the Government through the medium 
of a disaster loan unless it were something that he had to have in his 
business. But even then it is well recognized that automobile dealers 
have programs of financing available to many that are comparable—— 

Mr. Norre.u. Would you say that a radio would be an essential 
for living? 

Mr. Bukowski. I doubt that a $500 radio would be, but I think 
we wouldn’t quarrel very much with a $50 radio. 

Mr. Norrevu. Would you say that a Persian rug in a home down 
there would be an essential for living? 

Mr. Buxowskx1. A person who can afford a Persian rug also has a 
good bank account; so, he doesn’t have to borrow from the RFC. 
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Mr. Norrevu. Well, say that I have one down there, and that my 
neighbors know that I had it. Assume that it was given to me and 
that it is worth a considerable sum of money. Would you include 
that? 

Mr. Buxowsk1. No, sir. ‘ 

Mr. Norre i. Can you give the committee a breakdown of the 
items that you would consider as essential and as nonessential in the 
cost of living? I do not want to have you do anything that would 
be unreasonable, but we are trying to see what the program would 
cover and what it would not cover. 

Mr. Bukowski. It would be for those things which ordinarily 
constitute household effects of the type of people who lived in the 
area affected by the flood, as distinguished from the elite and the 
genteel and those who indulge in elegant living. The first type are 
the kind of people that we think this disaster program in which we 
are engaged should be helpful. We are not interested in restoring 
people to a level of luxury. 

Mr. Norreti_. Would you not run into an enormous argument as 
to what might be considered essential? We do not always agree 
on that. 

Mr. Buxowsk1. Well, Mr. Chairman, I do not think we have had 
much time for argument down in that territory. The people that 
came to us were people of good will who found themselves in a bad 
situation trying to get their homes reestablished; and they were 
content to make their applications for loans in moderate amounts 
just to get themselves back on their feet again. 

Mr. Norrexi. Then you are of the opinion that vou would not be 
confronted with any arguments as to what might be considered es- 
sential? 

Mr. Bukowski. No, sir. My thinking is that we owe no such duty, 
nor would we, as a practical proposition, acquiesce in refurnishing 
elegant homes. 

Mr. Norreu. Let me ask this question, then. What will be con- 
sidered the basis of a $50,000 loan? 

Mr. Bukowski. Well, it might be a retail or wholesale dry-goods 
store. It might be a furniture store. It might be a manufacturing 
establishment. 

Mr. Norre.u. The reason I ask you that, Mr. Bukowski, is that 
I had a letter the other day from somebody down in Kansas City. 
He said that he had a stock of groceries worth probably $75,000, 
most of which was washed away. He thought he was entitled to be 
indemnified if the program were adopted. \Vould vou cover a situa- 
tion like that? 

Mr. Buxowskt. No, sir. I don’t want to confuse indemnities 
with loans. A loan still has to be repaid. 

Mr. Norre tu. It is supposed to be repaid. What would be your 
maximum, $50,000? 

Mr. Bukowski. No. 

Mr. Norre vu. A loan could be in any amount? 

Mr. Buxowskt. There is no limitation on the amount. 

Mr. Norrewu. There is no limitation? 

Mr. Bukowsk1. That is right. 

Mr. Norrevyi. What about, say, the railroads? I understand they 
have suffered great damages. Under this program they could get a 
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loan in the full amount of what their damages might have been or any 
percentage of that amount? 

Mr. Buxowsk1. It is true that a railroad could qualify as an appli- 
cant for consideration of a disaster loan, but as a practical proposi- 
tion . 

Mr. Norretu. Well, I want to know how you would qualify them. 

Mr. Buxowskt. By the necessity and appropriateness of it, they 
would qualify by the basic fact of having suffered or sustained a 
flood loss. 

Now, I distinguish between qualifying for an application and 
actually approving a loan. 

Mr. Norrevi. Well now, where would your indemnity stop and 
where would your loans commence? 

Mr. Buxowskt. The two things are entirely dissimilar, Mr. Chair- 
man, except that in the analysis work there is a similarity of investiga- 
tion. The indemnity, according to the statement of justification, 
would be limited, in any event, to $20,000. 

Mr. Norre.u. No matter how much you lost, the indemnity would 
stop at $20,000? 

Mr. Bukowski. Yes, at $20,000. 

Mr. Norre tu. That is plain. Then, if I have suffered a $1,000,000 
loss, just as an example, I might collect $20,000 of indemnity, and then 
I could secure a loan for the $980,000 or some part of that? 

Mr. Buxowskt. Well, theoretically, you could apply for a loan of 
$980,000, but there would be no assurance that such a loan would be 

nted unless we were reasonably sure that it would be paid back 

ecause we don’t want to make our loans and have them considered 
as indemnity payments. 

Mr. Norre.u. That is what I want to go into. Say that I receive 
$20,000 of indemnity and that I have suffered damages to the extent 
of $980,000 in addition and I make application for a loan. Now, 
what do I have to show in order to get it? 

Mr. Buxowsk1. In order to have a loan in that amount considered, 
first you would have to show, sir, that you have suffered $980,000 
worth of damage. Secondly, you would have to show that you are 
not in a position to take care of the problem without assistance from 
the Government. Thirdly, since we still approach these loans with the 
concept that they are loans and that there should be reasonable 
assurance of repayment, we would want to make sure that there is 
security for the $980,000. 

Mr. Norre.u. Well, we will say then that the matter of extending 
a loan would have to be left up to those who are enforcing the pro- 
visions of this law. You have to determine whether or not the man 
suffered the loss. 

Now, I do not know what the extent of determinations would be. 
I do not know what they would have to prove. I do not know any- 
thing about the evidence that would have to be submitted. But after 
they had submitted satisfactory evidence to your officials, then you 
would determine whether or not you felt they could repay, and they 
would have to submit evidence that they could not otherwise obtain 
the loan. Is that a reasonable conclusion? 

Mr. Bukowski. I want to correct that last statement, sir. The law 
does not require us, as it does in our other lending operations, to make 
absolutely sure that he cannot borrow this money elsewhere. 
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Mr. Norretu. You just go ahead and make the loan if you want to? 

Mr. Buxowsk1. If he applies we assume that as an American citi- 
zen with good faith in his heart he is making honest representations 
and when he says, “I want to borrow money,’ he says further, in 
effect, “I want to borrow this money because I can’t help myself 
otherwise.” 

Under present regulations whereby these matters are handled 
through the local banks, certainly these applicants are well known 
to these local banks, and by their first checking on the accuracy of the 
representation, we have the benefit of their judgment and verification. 


POSITION OF RFC WITH RESPECT TO PROGRAM 


Mr. Norretu. Does the RFC, as an organization, recommend the 
program that you are going to have charge of? 

Mr. Bukowski. We have no position on that point, sir, other than 
this being a matter on which the President has sent a message to the 
Congress. We merely take the stand that we will carry out any part 
of the program, do any part of the job that is given to us to do. 

Mr. Norrevu. You are simply bringing it over here, as it were, as 
a program that has been suggested. Do you care to comment on the 
advisability of the insurance program? 

Mr. Buxowsk1. No, sir. 

Mr. Norrexu. You do not care to do that? 

Mr. Buxowsk1. No, sir. 

Mr. Norre.u. That is in the same category as the loans and the 
indemnity matters. You do not care to say what you think about the 
success or failure of it, do you, if we adopt it? 

Mr. Bukowski. I do not. Iam not an insurance man. 

Mr. Norre.u. No, and I am not either. 

Mr. Buxowskt. The only point I can make on it is that, with our 
successful experience in the functioning and administration of the War 
roy Corporation, if this job is given to us we will do a businesslike 
job of it. 

Mr. Norreu. You will do the best you can with the program if 
we adopt it, of course. That is about all you can say. 

Mr. Buxowsk1. Yes, sir. We have the experienced men and 
personnel with us, the men who have had the experience with that 
operation and function. 

Mr. Norre.tu. Now, the RFC will handle all of the indemnity 
funds which, as I said a while ago, will amount to $75,000,000. Is 
that correct? 

Mr. Buxowsk1. All of the indemnities as relating to homes and 
housing and business. Correct me on this, Mr. Howse, if I am in 
error. 

Mr. Norre.w. That is on page 13? 

Mr. Bukowski. Yes. There is $60,000,000 for the home owners 
and $75,000,000 to industry and commerce. 

Mr. Norrewu. Now, you will handle the $75,000,000 for industry 
and commerce. 

Mr. Buxowsk1. I say that it is logical that if anybody is going to 
handle indemnities, those pertaining to industry and commerce, 
in the amount of $75,000,000, should be handled by the RFC. The 
proposed Flood Disaster Administration will determine whether the 
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RFC will also handle the indemnities for home owners amounting to 
$60,000,000. _But we can handle that as well. 

Mr. Norrexu. You can handle the $60,000,000 as well. 

All right. Coming now to the $95,000,000 for loans, you would 
handle that, would you not? I refer to the whole thing. 

Mr. Buxowsk1. Yes, sir. 

Mr. Norrexy. Then you would handle the entire $50,000,000 for 
the flood-control insurance? 

Mr. Suxowsk1. Yes, sir. 

Mr, Norreu. But you have no plans, however—and I believe we 
went into that a while ago—no detailed plans regarding these items. 
That is a program that will have to be worked out in detail later; and 
that will, of course, necessarily consume some time. 

Mr. Buxowsk1. On flood insurance we have no blueprint of a pro- 
gram other than to say that we will pick it up and work with it as 
we did the War Damage Corporation through industry. Having the 
experienced personnel with us, we think we can assure you of a com- 
petent job on that. 

On loans certainly our record justifies the expectation that we ought 
to do a businesslike job on that, sir. 

The indemnities will be something new except that in that measure 
we have some of our subsidy operations which we handled in World 
War II; and since the character investigation there goes down the 
same channels as the type of investigation needed for making loans, 
we think that we can effectively handle any part of the indemnity 
program that is assigned to us. 

Mr. Norrevi. What interest rate do you charge for disaster loans? 

Mr. Buxowsk1. Three percent, sir, with no charge for the first 4 
months of the loan. 


REPAYMENT EXPERIENCE ON PREVIOUS DISASTER LOANS 


Mr. Norreiu. Now, you related early in your testimony the story 
of other disasters that we have had and the loans that were made. 
Do you have any record of what percentage of those loans has been 
repaid? 

Mr. Buxowsktr. The over-all record, sir, for the $50,000,000 of 
money that was actually put out is that we got it all back with the 
exception of $3,500,000. Our losses, putting it in other language, 
were about $3,500,000, or about 7 percent of the total, which, I think, 
is an extraordinary and remarkable record considering the type of 
operation this is. We have to make these loans to people who have 
been very hard hit by tragedy. 

Mr. Norre tu. Of course, those loans were made on the existing 
formula. Now, do you have any idea as to what might be repaid 
under the formula that has been suggested in this program? 

Mr. Bukowski. The indemnity, of course, is an outright grant. 

Mr. Norre.u. Yes. It is an outright grant, and that is something 
new. The loans are what you would cail liberal loans and they are 
not exactly what you are doing now. 

Mr. Bukowski. Well, sir, I must say definitely that our loan 
policy today with respect to disaster loans is liberal. If a man has 
a job and a thousand dollars’ worth of furniture that has been washed 
away, and if he has to restore his home, even if he is a renter, to the 
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extent of furnishing it, and he has no other asset but his good name, 
we will lend him the thousand dollars to buy the furniture and give 
him plenty of time to pay it back. 

The sole security is the thousand dollars’ worth of furniture that 
he just bought. Now, when a man’s record is good enough to qualify 
him for that kind of program, I think it is liberal when we give him 
the full cost of his new furniture. Our experience in making just 
those types of loans in the past has been that they have made good 
on their obligations. 

Mr. Norre.u. All right. 

I would like to ask you at this point whether you yourself recom- 
mend changes in the existing program of loans that we are talking 
about. Are you in accord individually with the recommended changes? 

Mr. Bukowski. Yes, sir. I recommend an increase in their au- 
thorization, and I recommend a clarification of our authority to make 
participation loans on disaster loans which presently we cannot make. 

Mr. Norrevu. Are you individually in accord with the recom- 
mendation with reference to the indemnity program here? 

Mr. Buxowsk1. May I be excused from making any observation 
on that, sir? 

Mr. Norre.v. All right. That is very good. I don’t want to 
ask you any unreasonable questions. 


ADMINISTRATIVE EXPENSES 


I think you said that you would need about $17,750,000 for ad- 
ministration. 

Mr. Buxowsk1. My reference to the $17,750,000, Mr. Chairman, 
has to do with the request that Mr. Symington made on June 21, 1951, 
being an appropriation allowance of that amount to cover all opera- 
tions of the RFC for the fiscal year ending June 30, 1952. 

Actually, I am stating that the House authorized $16,500,000. We 
think that amount is a little tight considering the job we have on hand 
and the flood situation, which put quite a burden on us. I think 
that, for that operation alone up to this point, our expenses in the 
territory have run around $150,000. : 

We think that our original estimate for operating the RFC for the 
fiscal year 1952 of $17,750,000 was drawn up with the idea of pro- 
viding the taxpayer with every economy possible. We believe that 
if we can have that $17,750,000, which includes restoration of the 
reduction of $1,250,000, we cannot only carry out what we originally 
anticipated will be our responsibilities and workload, but we can absorb 
the unanticipated cost of the disaster-lending operation in the Kansas- 
Missouri-Oklahoma area within that figure. 

Mr. Norreu. This last question. Would you venture a guess or 
an estimate as to what percent of the damages that were caused by 
this flood have beer. taken. care of by moneys expended or loans made 
or actions taken up to date? You have done some work and you have 
made some loans. On a percentage basis, would you venture a guess 
as to what percentage of the work has been completed with the money 
that vou have expended? 

Mr. Buxowskt. I don’t think I am in a position to answer that, sir, 
because I presonally have not been out in the territory. Mr. Black- 
low, who is present, has been. 
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I may say this, however, that when the first news of the flood came 
out I had one of our top-level men go down to Kansas City from 
Minneapolis. Shortly thereafter, he arrived in Washington to give 
us a first-hand report on it. ° 

He said, ‘It looks to mé as if there are 500,000 flood victims in 
that area.” 

I said, ‘‘What do you mean by that?” 

He said, “It looks as if 500,000 houses are affected.’ 

Well, eventually that figure came down lower and lower until the 
present factual information before us shows that there are about 
40,000 homes affected and 6,000 businesses. My own impression is 
that the amount of help the RFC’ can contribute is small in relation 
to the over-all disaster losses. I am not the authority to give you that 
information because I have not been out there. 

Mr. Norretu. Thank you. The gentleman from Mississippi. . 

Mr. Wuirren. Mr. Bukowski, I believe you said that you have a 
banking background, do you not? 

Mr. BuKowsk1. Yes, sir. 

Mr. Wuirtren. And the RFC itself is a lending agency that the- 
oretically at least is operated on a business basis? 

Mr. Buxkowski. Yes, sir. 

Mr. Wuirren. When I say “theoretically,”? I do not mean that 
you do not try to do that, but the point is that the RFC was set up 
on that concept and you try to live up to that conception of it. 

Mr. Buxowsk1. That is something we have tried not to forget. 

Mr. Wuirten. From time to time the RFC has been assigned ad- 
ministrative jobs because, like the Commodity Credit Corporation, 
on occasion it is used as a catch-all by the Congress. You are assigned 
jobs that are completely foreign to the concept of the organization of 
the RFC, such as the subsidy program, where you were just the book- 
keeping agency. 

Mr. Buxowsk1. Yes, sir. 

Mr. Wurrren. Of course, the indemnities, in this instance, if they 
were authorized and if the funds were made available and if that 
function were assigned to you, you would handle it. 

Mr. Bukowsk1. Yes, sir. 


PRESENT AVAILABILITY OF FUNDS FOR RELIEF AND REHABILITATION 
FOR THE AREA 


Mr. Wuirten. That would be different from ga general operation 


and different from the law under which the RFC was set up. Now, 
briefly for the record—and I think it would be well to have it here 
because some of the members of the committee have asked questions 
which might not set too well in some places—the Government has 
gone in there and put in $25,000,000 and has enabled every agency, 
including the National Guard from one of the States, to help in this 
emergency. The Corps of Engineers used men from one of the camps. 
We have used every agency without regard to who was going to pay 
for it eventually, and $25,000,000 has been advanced to relieve the 
immediate suffering and to prevent further loss of life That has been 
done, has it not? 
Mr. BuKowskl. Yes, sir. 
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Mr. Wuirren. I believe the record shows that everybody has con- 
tributed to the limit of their ability. No one can see how anybody 
could have given any more. That is true up to the present? 

Mr. Buxowsk1. Yes, sir. 

Mr. Wuitren. Then we come to the restoration of the area, and 
the chief argument, as I gather it here, is that the prime thing that 
is needed is to get this area back into production and to get the people 
reestablished in order to restore the production up there. 

Now, I have sat through this testimony, and I think I state the 
record correctly—and I hope I will be corrected if I am wrong—when 
I say that the testimony shows that the Farmers Home Administration 
can and will go into the field now to lend money to farmers to restore 
their land, to repair their homes, to get, new livestock, and to do 
everything that is needed. All that the farmer has to do is to sign a 
note. They are in the field out there making that offer now. 

The record further shows that the Housing Agency is in the field 
and that they have the authority and the funds—and incidentally 
may need some increase in funds which this committee does have the 
authority to provide—to insure mortgages. That is, they can get 
someone else to put up the money and they can insure it 100 percent. 
They can do that for repairs. They are doing it, and they tell us 
they are going to stay in the field. 

If a man was a tenant, they say that in that case they can go in 
there and put in some apartment houses, so that he can rent an 
apartment. They further testified that they did not have to wait 
until the folks came to them asking them to insure these mortgages, 
but they can and have put up 2,400 houses or made a start on them 
so that the people do not have to wait. . 

Now then, you folks come along and you can lend up to $5,000 
within 24 hours to business. You can go further and supplement 
these other lending programs. If they do not want it from the Farmers 
Home Administration, and they do not want it from the FHA, the 
RFC can lend for agriculture and housing. 

Mr. Buxowskr. That is correct, sir. 

Mr. Wuitren. So can you conceive of any need that can arise 
which one of the three of you could not meet in the way of providing 
funds if a man is just willing to sign for them? 

Mr. Buxkowsk1. No, sir. 

Mr. Norretu. What is your answer? 

Mr. Buxowski. No, sir. 

Mr. Wuirren. That is provided we increase the funds to the extent 
needed. 

Mr. Bukowski. Yes, sir. 


RELATIVE MERITS OF LENDING AND INDEMNITY PHASES OF PROGRAM 


Mr. Wuirren. I believe you testified that with regard to loans you 
feel that you ought not to lend money to replace a Cadillac auto- 
mobile, but I believe that you did indicate that if it is an essential in 
a man’s business it might be considered differently. I believe you 
did say that you would not lend money to purchase a $500 radio, but 
a $15 radio would probably be different. 


Now, why is it that you feel that way about it? What is that based 
on? 
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Mr. Buxowskr. Because I think any program of this character 
must be geared to serve the best interests of the greatest number. 
I think, as I stated earlier, that the Persian rug, the expensive television 
set, and the Cadillac car—— 

Mr. Wuirren. You just do not think it would be good business to 
lend people money to replace those kinds of things? 

Mr. Buxowskr. Those are not necessities which constitute good 
business lending. 

Mr. Wurrren. Well, here is the $64 question. If it is not good to 
lend a man money to replace those things, how about giving it to him? 
Is that good business? 

Mr. Buxowsk1. Nobody ever gave me anything. 

Mr. Wairrten. If you were in this bank, Mr. Bukowski, out there 
in Chicago, and a man came into your bank who had done all of his 
business with your bank, but through misfortune lost everything that 
he had, as the president of that bank and caretaker of the $32,000,000 
for the 300,000 people who owned that money, what would you tell 
him if, after he was told by you, ‘‘ Now, listen, I am going to lend you, 
eet on your word, what you need to replace what you have had,” 
ve had said, ‘““No, I want you to give me out of this $32,000,000 that 
you are the trustee of an amount equal to the amount of money I 
have lost’’? 

Mr. Buxowskxt. I would say, “ Don’t be silly.” 

Mr. Wurrren. What is that? 

Mr. Buxowskt. I would say, “Don’t be silly.” 

Mr. Wuirten. Now, then, if he said, “I live close down by the 
river and I am going to rebuild down there with this money that you 
give me. Not only do I want you to give me the money, but I want 
you to set up an insurance program so that if I lose all my property 
again I won’t be dependent on you giving me part of the money that 
your depositors have left with you. I want some insurance company 
to promise me to take care of me in the future, and I want you to 
provide the capital funds.’’ You would give him the same answer, 
wouldn’t you? 

Mr. Bukowski. Yes, sir. 

Mr. Wuirren. Now, I am not trying to get you into any argu- 
ment with anybody who may recommend differently, but I am just 
trying to show what we can get ourselves committed to if we fall for 
some of the recommendations that have been made to this subcom- 
mittee. 

Forgetting that you are part of the Government, if you were pri- 
marily interested in restoring this area—and I think these are just 
as fine a group of people as there is in the United States—would not 
you think that you would have a whole lot better chance if you let 
them have the money on terms and conditions so that you could 
see that the money was used for the purposes for which it was really 
needed? 

Mr. Buxowskt. Definitely, sir. 

Mr. Wuirren. That means that insofar as restoration is concerned, 
even if you were going to charge the loans off entirely in future years, 
you would get the restoration achieved faster by making loans as 
against just giving them a check, would you not? 

Mr. Buxowsk1. Yes, sir. 





Mr. Wuirren. Now, I am not trying to advocate that the loans 
be marked off in future years. I think that is one of our troubles 
in this country. We have so many of our citizens figuring that the 
Government can provide these things. 

Actually, they have been a little slow in applying to your organ- 
ization out there, have they not? 

Mr. Bukowski. Yes, sir. 

Mr. Wurrren. In fact, you have had handbills distributed calling 
the attention of the people to what you could do if they wanted to 
relieve the situation? 

Mr. Buxowsk1. No, sir. 

Mr. Wuirren. You have not done it that way? 

Mr. Buxowskt. The banks have advertised the fact that applica- 
tions are available, and if they are interested in a discussion with us 
we are ready to talk with them. 

Mr. Warrren. The handbill itself does not say that no security is 
required and you can get $5,000 in 24 hours? It does not say that? 

Mr. Buxowskt. No. 

Mr. Wurrren. But it says if you are in trouble, come to the bank 
and they know where it is. The bank can tell them that and does tell 
them? 

Mr. Bukowski. Yes, sir. 

Mr. Wuirten. So insofar as what you have available, you have let 
the people know? 

Mr. Buxowsk1. It has been on the front pages of the newspapers 
to that effect. 

Mr. Wuirren. As a matter of fact, hasn’t there been some com- 


petition between agencies out there? Has there not been a difference 
in interest rates between RFC and Agriculture and hasn’t Agriculture 
reduced its rates to yours? 

Mr. Buxowskt. I| think that is right, sir. 


ADVISABILITY OF UNRESTRICTED PROGRAM 


Mr. Wuirren. I used to be on a subcommittee that dealt with 
RFC here in the Congress. I have been reading some of the things in 
the paper that certainly disturbed me about undue influence and 
other things, but I think the RFC has had a long and fine experience 
inGovernment. There have been things that I am not proud of, but by 
and large it has had a good record. Can you conceive of anything 
that would be more amenable to undue influence, to pressures and to 
misuse of position, than for this committee to give you $50,000,000 
for an insurance program that you cannot tell us one thing in the world 
about or to give you the authority to make indemnities and leave it 
absolutely up to one person whether you went up to the top of the 
mountain or whether you went a mile from the river, whether you 
required this kind of proof or whether you required that kind of 
proof? 

Would it not be wide open? I am not saying you or anybody else 
here would do that. But, I have been a State’s attorney, and I 
have had cases of that nature. Would it not be wide open to that 
kind of thing if you just gave it to them with no strings attached? 
Would you want the job without some rules and regulations that tied 
you down? 
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Mr. Buxowskt. No, sir; we would not. The language here is that 
the policies would be established by the Flood Disaster Administra- 
tion. If we were given the job we would want that Administration 
to tell us just what it wants us to do. 

Mr. Wairten. So if there is any hitch you would want to be able 
to lay it on Colonel Howse? I mean, you would want to have some- 
body to stand behind. The language you mention is not in the 
bill, is it? 

Mr. Buxowskt. It is in the letter of transmittal. 

Mr. Wuirren. You are reading from the President’s message, 
rather than the appropriation language. 

Mr. Buxowsk1. It is in the President’s letter. 

Mr. Wuirren. The regulations would be set up later. I believe 
awhile ago you referred to this, and it amused me, and you said this 
program was generated by Colonel Howse. What did you mean by 
“‘generated’’? 

Mr. Buxowskt. Did I say that? 

Mr. Wuirren. That is what I understood you to say. The point 
I am trying to get at is this: Were you handed this program, or did 
you help prepare it? 

Mr. Diaowens. We were not associated in the preparation. 

Mr. Wuirren. I see. But you are willing to do your very best to 
handle whatever is assigned to you? 

Mr. Bukowski. That is right, sir. 


LOANS IN PREVIOUS DISASTER AREAS 


Mr. Wuitren. How many of these other disaster programs have 
you has to handle in the RFC? 

Mr. Buxowsk1. Will you repeat that question? 

Mr. Wuirren. Awhile ago, you reported on two or three other 
— in which the RFC had played a part. How many were 
there? 

Mr. Buxowskx1. Four major ones. 

Mr. Wuirren. Four major ones? 

Mr. Buxowskt. Yes. 

Mr. Wurrren. Were there any indemnities in those cases? 

Mr. Bukowski. No, sir; they were all loans. 

Mr. Wurrren. They were all loans, and the people have come back 
with only 7 percent losses, I believe you said? 

“Mr. Buxkowskr. Yes, sir. 

Mr. Wuirren. You also collected interest on loans which probably 
would offset the 7 percent of the capital that was not restored, or 
would it? , 

oe Buxowsk!. I think that we probably could give you something 
on that. 

Mr. Wuirren. I am not trying to have you be too éxact. Of 
course, this is a major disaster, and for the kind of questions I ask 

ou, I do not mean in any way to belittle the seriousness of it, but the 
individual who lost what he did in the Kansas and Missouri flood is 
not any worse off than the individual who lost in the others that 
might have been of smaller nature; is that right? 

Mr. Bukowski. Yes. 
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Mr. Wurirren. Do you know of any particular reason why there 
should be any difference in the treatment of an individual that may 
have suffered it here as against the other four? 

Mr. Bukowski. No, sir. 

Mr. Wuirren. Unless you are going to embark on a major 
change—— 

Mr. Bukowski. In philosophy. 

Mr. Wairten. In philosophy. 

Mr. Buxowsk1. That is right. 

Mr. Wuirren. I think we all would agree that if you are going to 
change the philosophy in this one that it would serve as a precedent 
for future actions of Government and that we ought to make it avail- 
able wherever it might happen again. Again, Mr. Bukowsk1, I have 
gone into these matters, and I am not trying to get you to say that 
we should not have indemnification when it has been recommended 
by the administration of which you are a part. 

I believe that is all, Mr. Chairman. 

Mr. Norre.u. Mr. Clevenger? 

Mr. CLevencer. Mr. Bukowski, a moment ago you spoke about 
the subsidy program carried on by the RFC, I believe? 

Mr. Wuirren. I hate to ask this, but there is one further question 
if Mr. Clevenger would let me tie it in. 

Mr. CLevenceER. Certainly. 


PARTICIPATION OF LOCAL BANKS 


Mr. Wuirtren. You asked to let the local banks participate in your 


loans? 

Mr. Buxowskl. Yes, sir. . 

Mr. Wuirten. That would be to let the banks get in on making 
the money and would not be necessary to rehabilitation, because you 
can loan such money on such terms as you want. But you would 
like to have the local banks get into the lending picture if they 
want to? 

Mr. Bukowskt. It would also speed it up. 

Mr. Wurrren. They are serving as your agents now. You can 
make them your agents to any extent that you want to, and the 
record here shows that you are sending everybody to the banks now. 
You said their cooperation had been 100 percent, so I think your 
argument falls about that being the reason. Now you have the 
money, you lend it, you do not require security, you can do every- 
thing that the area needs. 

Now, actually, getting the banks in, and I am not opposed to it, 
would let them participate and draw interest on some of their funds; 
is that not right? 

Mr. Buxowskt. I have to elaborate on the subject in this fashion, 
that there are two phases to the transaction of a loan, one is its ap- 
proval, and the other is the actual disbursement. Under the present 
arrangement the only funds that are disbursed are ours. 

Mr. Wuirten. Right. 

Mr. Buxowsk1. That may not come for 2 or 3 months after the 
loan is approved because in the first instance the affected party, the 
applicant, seeks approval of the loan so that he may go to the con- 
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tractor and say, ‘Now I have arranged for the money, please go 
ahead and fix up my house. You will be paid for it when the money 
is available.” 

Then the mechanics of making that disbursement enter into the 
picture, and they are a little bit on the cumbersome side as contrasted 
with the simple mechanics of a banking method of making disburse- 
ments. 

Mr. Wurrren. Understand, I would like to see the banks partici- 
pate. I am talking about whether this is required in helping this 
area recover. 

As a matter of fact, you just testified that you could give the person 
a certificate showing that he has been approved for a loan and he 
could go to the bank. I would like to know if there is a bank in the 
area that refuses to lend the money when the man shows a certificate 
showing that you have approved it. 

Mr. Buxowskt. No, sir: there is none. The advantage of the 
participation program would also be that to the extent the banks will 
finance such a program the Government does not actually have to 
put out that money. 

Mr. Wurrren. I am for that 100 percent, and if only the RFC 
would espouse that. I agree with you, but I am trying to point out 
that that is not essential for us to do this job of rehabilitation. 

Mr. Bukowski. That is right, sir. 

Mr. Wuirren. You can do your job whether there is a bank in 
on it at all or not. 

Mr. Buxowsk1. That is right. 

Mr. Wuirren. But I agree with this other, too. I am trying to 
find out whether the currently operating agencies of the Government 
are able to meet this problem, and you are? 

Mr. Buxowsk1. Yes, sir. 

Mr. Wuirren. Thank you. Mr. Clevenger. 


ADVISABILITY OF PROPOSED PROGRAM 


Mr. Cievencer. Right along the line my colleague, for whom I 
have the greatest esteem and admiration for his ability, which is 
exceptional in this Congress, along the line that he has been following, 
I remember in 1948 when we were handling this RFC and we wrote 
nearly $10,000,000,000 in losses off. 

I do not know whether you were down there in 1949 or not, but we 
trimmed you down from a $12,500,000,000 estimate to $2,500,000,000 
because you had been the vehicle for furnishing the money. I remem- 
ber some of the money items, $1,575,000,000 to packers, a sum almost 
identical which was paid to stripper oil wells and millions more to 
lead and zinc and copper and any number of things that the Govern- 
ment needed. 

It was quite a shock, I remember, to any of them over in Congress 
to finally find out where this money came from. It was no reflection 
on the RFC, but it certainly was a bit of loose fiscal operation on the 
part of the Government that made you the payee. I personally believe 
that we have to watch what we have left in the way of resources. I 
want to see it in hands that will conserve it, but it was quite a shocking 
thing to find that all the legitimate slaughter of livestock declined 
60 percent legitimate in packing houses, and still we paid them 
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$1,575,000,000 as subsidy payments, kidding the people that their 
meat was cheaper. 

I do not go for controls, I never have because I have the greatest 
respect in the world for the productive capacity of the American 
system if politicians do not stick too many monkey wrenches into the 
machinery. We are probably the only country in the world that can 
make rationing out of a surplus and make beef steak scarce and high 
when we have a lot of cattle. 

I just want to keep, if I can, out of that bog and mire that ultimately 
will pull the strongest government in the world down if we are not 
careful. I do not want to sign any blank checks for anyone to engage 
on an indemnity program over which Congress has no control, over 
which proper metes and bounds have not been established and which 
have not been properly authorized by committees who have studied 
the implications of it. God knows I want to help every one of these 
people. I came from that side of the track myself the hard way, and 
I want to help them, but I do not want to destroy them or destroy 
the fiscal system of the country. 

I know a lot of people will not understand it, and will not under- 
stand my philosophy and call me a darned old isolationist or some- 
thing, but that is all right so long as I keep my self-respect and help 
preserve the financial integrity of the United States of America and 
the self-respect of these distressed people. I hope and I am sure that 
we can do this through agencies like yours, through the housing and 
through the agriculture system. I think we can help these people 
to help themselves. I do not believe we need to create or to get into 
an unchartered field of handing out checks just indiscriminately for 
indemnity. : 

Mr. Buxowsk1. Yes. 

Mr. Cievencer. That I fear. 

Somehow or other I am surprised that it is tied in with a request 
that already existing and legitimate operations within our present 
authorized Government agencies handle it. I am sure that you and 
Mr. Foley and the Agriculture Department can handle these things 
legitimately, but after all, to get back to what I said the other day, 
it is the resilience and the courage and the backbone of these people 
who live there, after all, that is going to bring it out of the woods. It 
is just unlimited in its possibility when you let these people operate. 

I do not want to see Government money authorized to build housing 
down in the bed of the Missouri River. There may be paving and there 
may be sewers and all that, and it may be a disagreeable problem for 
local politicans to handle, but nevertheless I do not think we ought to 
let those people build down where they had been destroyed four times 
in the last 50 years. 

There is plenty of high ground in Kansas and Missouri to get 
decent housing where their lives properties and houses are not so 
exposed. 

Mr. Bukowski. I understand there has been quite an exodus out 
there, practically no one going back. 

Mr. CLeveNGeER. It might be beautified and without floods it 
might be a park that they could enjoy, but the Missouri has no other 
choice. If the water goes in there it has to go up. I do not want to 
subsidize or spend Ohio money to put these people back in the position 
of danger. I think practically every sensible person in my State would 
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agree with me. We have enough points in our own State that we 
had to take above water and to protect without going down and 
borrowing some more. We have a problem down in Ohio every year, 
and we are gradually meeting it, and we have been paying for it. 
I perhaps have said too much about it. 

Mr. Buxowsk1. I find your observations very refreshing, Mr. 
Clevenger. 

Mr. CLEvENGER. I do want to help these people back. They do 
not want our maudlin sympathy, they want a chance to come back 
with all the natural American tenacity and courage that is born and 
bred in them. They want to stay American, too. 

Mr. Buxowsk1. Yes, sir. 

Mr. Cuevencer. That is all: 

Mr. Norrety. The gentleman from New Hampshire, Mr. Cotton? 


AVAILABILITY OF RFC LENDING FACILITIES IN AREA 


Mr. Corron. You mentioned in your statement the fact that your 
agency had talked with a great many people out there and furnished 
them with application forms, and you enumerated the number you 
talked with and the number who applied. You may recall just before 
we adjourned Thursday night, 1 think, a gentleman named Mr. 
Powers, representing Oklahoma, in his testimony indicated that he 
had the impression you and other agencies in discussing with people 
out there their problems had discouraged a great many of them from 
making applications by telling them in advance that for some reason 
they were not eligible. 

I am not asking you to criticize the other witness, but would you 
briefly comment on that situation? 

Mr. BuxKowsk1. It is possible that in an isolated case, an examiner 
in the field was mistaken in instructions laid down and erroneously 
made a statement of that kind, but the general rule certainly is not 
that. It is well understood by the men out there that the sole basis 
for consideration is that a person must have suffered a loss of property 
as a result of the flood and find himself unable to make restoration 
thereof without coming to this agency for lending assistance. 

Therefore, the policy is a constructive desire to serve rather than 
the negative approach of regulations. 

Mr. Corron. The purpose of my question was not that I had any 
criticism or that I want to convey a suggestion that you were not 
dealing sympathetically with this problem, but I wanted to clear up 
in my own mind whether or not under existing regulations and existing 
law that govern your activities there is anything that prevents your 
being able to take care of most of these deserving people. 

Mr. Buxowskt. The language of the act presently empowering us 
to make loans is just as broad as anybody may wish. It gives us the 
fullest possible authority. We can make a loan to a person on a 
signature for almost any amount if it is good business to do so. 
Obviously it is not in every case. 

Mr. Corron. You mentioned your experience with the war risk—— 

Mr. Buxowskr. War Damage Corporation. 

Mr. Corron. War Damage Corporation. You mentioned in the 
course of your reference to that experience that at that time you had 
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a separate organization, the Disaster Loan Corporation, a subsidiary 
of the RFC, is that right? 

Mr. Buxowsk1. Yes. 

Mr. Corron. My own experience does not go back many years 
here, and I am wondering why that was discontinued after the war. 
Mr. Buxowskt. That was absorbed into the RFC, July 1, 1945. 

Mr. Corton. Was the purpose of having that separate subsidiary 
corporation to enable your agency back in the war period to deal more 
readily and rapidly with your cases? What was the purpose of that? 

Mr. Buxowsk1. Mr. Dougherty, will you comment on that, please? 

Mr. Dovucuerty. | am a little confused by the question. You 
speak now of War Damage Corporation or Disaster Loan Corporation? 

Mr. Corron. I was ratherobscure. I merely had a passing thought 
and I do not want to take much time with it, but I wondered if there 
was some advantage to you in having that separate set-up and whether 
there was anything in this present situation that would enable you to 
deal better with the problem if you had within your agency a special 
corporation for it. 

Mr. Dovuauerty. Speaking of the proposed Flood Damage Cor- 
poration? 

Mr. Corron. Yes. 

Mr. Doveuerty. There would be no advantage in having it set 
up as a separate corporation. During the last war the reason that a 
number of these corporations was set up independently, and I speak 
of the War Damage Corporation, Defease Plants Corporation, and a 
number of other corporations, was in order to be able to differentiate 
between the normal usual business of the Reconstruction Finance 
Corporation, and the business that was primarily in aid of the war 
effort. 

Mr. Corton. So that there is no need of that in this situation? 

Mr. Doveuerty. There would be no need for that. 

Mr. Corron. You have all the flexibility that you need in your 
present organization? 

Mr. Buxowsk1. Yes, sir. : 

Mr. Corron. From the proposal before this subcommittee it seems 
possible that if recommendations of the administration were carried 
out by you, and by you I mean the RFC, you might find yourselves 
in the position of administering both indemnity grants and disaster 
loans, is that correct? 

Mr. Buxowsk1. Yes, sir. 

Mr. Corton. Your same representatives dealing with these people 
out there would be talking and conferring with them with regard to 
both of these forms of aid? 

Mr. Buxowsk1. Yes, sir. 

Mr. Corron. You would not have many applications for loans as 
long as you had some money to give, would you? 

Mr. Buxowsk1. There would be many more indemnity claims than 
there would be loan applications. 

Mr. Corton. I am now trying to get at the practical administration 
of this. 

Mr. Buxowski. Yes, sir. 

Mr. Corron. If I came in and asked you for a grant, a gift, then 
you would probably go into my personal situation, and find out if I 
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had resources of my own, decide on my individual case whether I 
really should have a gift or whether you should say to me, “No, your 
case does not merit a grant, but perhaps we can lend you some 
money,” is that right? 

Mr. Buxowskx1. That could be a fact under the statement of 
justification. 

Mr. Corron. If you and I lived side by side, Mr. Bukowski, out 
there in this flooded territory and have for years, and we have had 
very similar income, and you have worked pretty hard and worked 
overtime and saved your money and planned to have a little nest egg 
to educate your children, take care of you and your wife in your old 
age, and you have driven in an old, second-hand car, and worked 
nights, and your wife has gone without a fur coat to help you do that, 
and on the other hand, I have lived right up to my income and have 
driven a nice, new Buick every year, and my wife has had the fur coat, 
so that you have savings, and I have not, and then we both get washed 
out and come to the RFC, and I say I have to have a gift because 
there was a mortgage on my house before it was washed out and there 
were liens on my furniture and I cannot pay a loan. 

The RFC says, “Well, I guess that is right.’”” Then you go to the 
RFC and it turns out you have money in the bank; that you have 
saved to educate your children and to take care of you in your old age, 
and the RFC would have to say to you, ‘‘You have been too provident, 
too thrifty, and we cannot give you this money. You have to borrow 
it and pay it back.” 

Does it not boil down to that situation? 

Mr. Bukowski. That could happen. 

Mr. Corton. In other words, it would be a pretty difficult thing 
for the same agency to go out and administer loans and outright 
grants, would it not? 

Mr. Buxowskr. No; those problems would be inherent in the 
picture regardless of whether the same agency would handle them 
or not. 

Mr. Corron. All right, it would be pretty difficult for the same 
Government to do it? 

Mr. Buxowskr. I again say that the rules would be formulated 
and the function in the field would be carried out by application of 
the rules. 


SECURITY FOR DISASTER LOANS 


Mr. Corron. Now just one or two other small matters I wanted to 
straighten out in my mind. You say that under your rules you have to 
ascertain that there is security for a disaster loan. You did say that, 
did you not? 

Mr. Buxowskt. I.said that when we were discussing with the 
chairman the larger loans. 

Mr. Corton. I see. 

Mr. Buxowskt. We had two examples there, one of $500 and one 
of $980,000. Certainly the latter is a loan that we would not make 
unless it was properly secured. If a little fellow came along and said, 
“T have to have $500 so that I can fix up just the barest kind of living 
quarters for my family,’ and if there were no security whatsoever 
available, it was merely a case of taking his plain note, we can do that 
because we have done it in the past. 
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Mr. Corron. In the matter of administering disaster loans in 
contradistinction, of course, to your other activities? 

Mr. Buxowsk1. Yes, sir. 

Mr. Corron. By security you do not mean 100 percent security? 

Mr. Buxowskx1. No, sir. 

Mr. Corron. My point is if I had lost my building that I am 
doing business in, and I want to rebuild it and it costs $10,000, and 
you lend me $10,000, and I rebuild it, the minute after it is recon- 
structed of course that building would not resell in the market at 
what it costs to build it, would it, usually? 

Mr. Buxowskt. Usually not. 

Mr. Corron. But you could, in a matter of disaster loans, go 
ahead and actually lend 100 percent; is that right? 

Mr. Buxowski. Yes, sir. 

Mr. Corron. So that you do have latitude on that. I noted that 
you said, that as far as administration expense is concerned, if you 
were required to undertake this task out there, that if you were 
restored your original estimate for administrative expenses you could 
absorb it. You mean by that that the proper subcommittee of this 
committee and the Congress made some reductions in the RFC’s 
estimated operating expenses, and if you are going to undertake this 
job, you should have those reductions restored? 

Mr. Buxkowsk1. I appreciate that this is not the place to bring 
that up, but while I have the opportunity to have the ear of other 
members of the Appropriations Committee, | would like to advise 
them of our attitude on this matter. Restoration of the reduction 
would, I believe, enable us to absorb the additional cost of the flood 
loan activity if all of this lending activity is carried on under our 
present authority. 

Mr. Corton. Just the Flood Loan Act? 

Mr. Buxowsk1. That is right. 

Mr. Corron. That involves how much of a restoration? 

Mr. Buxowsk1. $1,250,000 is the total restoration requested. 

Mr. Corron. That is all, Mr. Chairman. 

Mr. Norre ut. I notice that during all the hearing so far you have 
had several assistants here. I would like for the record to show who 
they are. 

Would you mind giving that information to the reporter? 

Mr. Bukowski. Thank you for that privilege and forgive me for 
my bad manners in not presenting them to the committee in the first 
place. 

This is James L. Dougherty, General Counsel of the RFC; Mr. 
Arthur M. Blacklow, member of our legal staff, who has a long-time 
familiarity with the disaster-loan program extending all the way back 
to the Disaster Loan Corporation; and Mr. Harold T. Mason, Budget 
Officer for the RFC. 

Mr. Norre.u. Are there any other questions? Mr. Furcolo? 


NEED FOR ADDITIONAL PERSONNEL 


Mr. Furcoto. Near the conclusion of one of the last questions I 
was beginning to wonder for a minute how builders made a living if 
the houses could not be sold for more than it cost to build them. 
However, I do not want to get on a discussion of that. One question 
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I wanted to ask you was this: With the picture you have as to how 
this whole thing would operate, assuming it were placed in operation, 
do you contemplate that your agency will aa. to hire any more 
employees than you now have for any part that you may play in it? 

Mr. Buxowskt. If we have the indemnity program put in our lap 
we will probably need on a temporary basis, under the authority that 
is contained here in order to do the job quickly, as many as 100 or 
150 examiners. 

Mr. Furcoxio. And just as a rough guess would you guess that 
their average yearly salary would come to around $4,000 or $4,500? 

Mr. BuKowskt. $5,000 to $6,000. 

Mr. Furcoto. That is all I have, Mr. Chairman. 

Mr. Norre.u. Now, I believe we have two additional witnesses 
that we want to hear today, and we have twe for tomorrow morning. 
Mr. Waters, we will get to you the first thing this afternoon at 2 o’clock 
and then we will conclude with you, Mr. Howse. I believe that will be 
all today, and then in the morning we have two additional witnesses, 
and that will conclude the evidence. 

It is now so near to 12 that I think we had better recess until 2 
o’clock, gentlemen. 

I want to thank you gentlemen for having been so helpful. 


AFTERNOON SESSION 


WITNESS 


HERBERT J. WATERS, ASSISTANT TO UNDER SECRETARY OF AGRIs 
CULTURE 


Mr. Norre.u. The committee will come to order. 

The next witness is Mr. Herbert J. Waters, Assistant to the Under 
Secretary of Agriculture. 

At this time I would like for you to place in the record the names 
of the witnesses who have been here with you, Mr. Waters, from your 
Department, and what official positions they hold. 

Mr. Waters. They are Mr. Ralph Roberts, Director of our office 
of Budget and Finance; Mr. Robert P. Beach, Budget Director of the 
Production and Marketing Administration; Mr. Donald A. Williams, 
Chief of Operations, and Carl Brown, Acting Chief of Water Con- 
servation, Soil Conservation Service; Mr. Dillard B. Lasseter, Director 
of the Farmers Home Administration; and Paul V. Kepner, Assistant 
to the Director, Extension Service. 

Mr. Norreuu. And, of course, the list of witnesses is headed by 
Secretary Brannan, of the Department of Agriculture. 

Since Mr. Whitten, a member of our subcommittee, is chairman of 
the Subcommittee on Agricultural Aparagenenn of the House 
Appropriations Committee, I will ask Mr. Whitten to take charge of 
the witness at this time. 

Mr. Waters. Mr. Chairman, I wonder before we get into question- 
ing if 1 may make a few comments. 

Mr. Warrren. Thank you, Mr. Chairman. We would be glad to 
have those, Mr. Waters. 

Mr. Norre.u. You have no written statement? 

Mr. Waters. No, I do not, Mr. Chairman; just a few things that 
I think may be helpful. My remarks will be very brief. 
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ROLE OF DEPARTMENT OF AGRICULTURE IN FLOOD ASSISTANCE 


I appreciate the thoroughness with which the committee has dealt 
with the problem of flood rehabilitation and the consideration it has 
shown all the witnesses in providing every opportunity to make clear 
their views and positions. My few comments now are intended for 
that purpose. I hope they might be helpful to this committee. 

We certainly appreciate the splendid recognition given by Mr. 
Whitten on several occasions to the work of our Farmers Home 
Administration. We concur in the belief that the Farmers 
Home Administration can play a major role in the disaster rehabili- 
tation effort if adequate disaster loan funds are made available. 
However, to avoid any misunderstanding, we wish to make it clear 
that the Department of Agriculture does not believe that disaster 
loans from the Farmers Home Administration would be sufficient by 
themselves to restore productivity of the stricken area for which 
assistance is being considered. Secretary Brannan fully explained the 
integrated program that we have recommended from the Department 
of Agriculture, involving the services of the Soil Conservation Service, 
the Production and Marketing Administration, and the Extension 
Service, in addition to that of the Farmers Home Administration. 

Since that testimony, there has been considerable emphasis, during 
questioning, upon the Farmers Home Administration’s disaster loan 
program. “My only point is to express the hope, Mr. Chairman, that 
this committee does not gain the impression that we regard our dis- 
aster loans as the entire solution. We are counting upon such loans 
to accomplish a good part of what needs to be done. We believe, 
however, that the other phases of the recommended program are also 
necessary. Our rehabilitation and land-restoration program was 
developed by very carefully examining all of the existing programs of 
our department, to see what further must be done to assist the flood- 
stricken area to get back upon its feet. The result is what we regard 
as a practical and realistic program. However, it is an integrated 
program, making the best possible use of our existing facilities in the 
area. _ For that reason, I want to urge strongly that the agricultural 
phases we have recommended be considered in their entirety as one 
Department of Agriculture program, not a series of separate agency 
programs that might lack coordination of purpose and effectiveness. 

There has been some discussion about the development of the 
over-all program for flood rehabilitation now before this committee. 
As far as the Department of Agriculture is concerned, it was certainly 
a cooperative process. Colonel Howse, as coordinator of rehabili- 
tation efforts, has shown us every possible consideration as long as we 
could show him justification of our needs. 

The recommended projects submitted by the Department of Agri- 
culture have all been included in the program before you. 


EFFECT OF FLOOD LOSS OF TOTAL FOOD SUPPLY 


I would like to clarify one further point if I may. Secretary 
Brannan and Colonel Howse each made statements about the effect 
of the flood loss on our total,food supply that may have been interpre- 
ted as being in conflict. We do not feel they are in conflict, as I be- 
lieve the record will show. Colonel Howse testified, if I recall, that if 
there was a disastrous crop failure next year on top of the present loss 
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from the flood, we might be faced with food rationing. Secretary 
Brannan was asked by Mr. Clevenger, I believe, if he believed the 
flood disaster threatened to make food rationing necessary. Secre- 
tary Brannan’s answer, quite correctly, was “No.” 
merely want to point out that the questions directed at the Secre- 

tary did not contain any assumption of crop failures next year, as 
assumed by Colonel Howse in his statement. The extent to which 
any such assumption might come true, of course, could certainly 
change the entire situation with respect to food supply. I am sure 
Secretary Brannan made quite clear to the committee his firm con- 
viction that we urgently need every possible acre of this farm land 
back into production as quickly as possible, to maintain safe levels of 
food production and to provide safe reserves against any possible 
future crop disasters, such as Colonel Howse mentioned in his assump- 
tion referring to food rationing. 

That is all I have to offer, Mr. Chairman, unless the committee 
has further questions directed at the agricultural phases. 

Mr. Wurrren. You are with what phase of the Department? 

Mr. Warers. I am assistant to the Under Secretary, Clarence 
McCormick. 

Mr. Wuirren. The PMA comes under him; does it not? It reports 
through him to the Secretary? 

Mr. Warers. All of the conservation activities. 

Mr. Wairten. Including the Soil Conservation Service? 

Mr. Warers. Yes. 

Mr. Wuirten. The Farmers Home Administration is a separate 
agency and is not under him? 

Mr. Waters. Some phases of it, Mr. Whitten. 


AVAILABILITY OF FACILITIES OF DEPARTMENT FOR ASSISTANCE IN 
FLOOD AREA 


Mr. Wuirten. In this flood area, you have made all vour facilities 
available to the people that suffered these tremendous losses? 

Mr. Waters. That is right. 

Mr. Wuirren. And that includes the Production and Marketing 
Administration and its facilities, which has a county organization 
in each of the counties affected? 

Mr. Waters. That is correct. 

Mr. Warrren. It has in each community affected a community 
committee; does it not? 

Mr. Waters. That is correct. 

Mr. Wuirren. Your facilities include the Soil Conservation Serv- 
ice, which has an organization all set up in those areas where there has 
been a soil-conservation district organized? 

Mr. Waters. That is true. 

Mr. Wuirren. And you make provision for organizing others if 
the people affected wish to? 

Mr. Waters. That is right. 

Mr. Wuirren. In addition to that, in each county you have per- 
sonnel of the Farmers Home Administration? 

Mr. Waters. That is true. 

Mr. Wuirtren. You also have in each county a county extension 
department, which is set up on a cooperative basis with the land- 
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grant colleges and the United States Department of Agriculture, in 
which the agents are appointed by the Extension Service, subject 
to the approval of the local governing body? 

Mr. Warers. That is correct. 

Mr. Wuirren. So that, insofar as this workload is concerned, you 
can easily enlarge the local personnel set-up as the need may arise 
in all of these various fields? 

Mr. Waters. That is true. 

Mr. Wuirten. During the war you set up the Agricultural Mobili- 
zation Committee, and all of these counties and all of these agricultural 
agencies are represented on it; are they not? 

Mr. Waters. That is correct. 

Mr. Wuirren. And you can immediately call this coordinating 
committee in to meet this need, and you are doing it? 

Mr. Waters. That is true. 

Mr. Warrren. Then, if the funds are made available through the 
Farmers Home Administration and funds are made available to 
these other agencies, you can go in there and assist in selecting places 
where the Government will pay a part of the cost of reseeding and 
cleaning off the residue from the things left over from this flood? 
You can go in there if funds are made available through your pro- 
grams and help terrace and straighten out these local and bilateral 
ditches that affect a man’s farm? 

Mr. Waters. That is what we recommend. 


PRESENT AUTHORITY OF FARMERS HOME ADMINISTRATION 


Mr. Wuirren. And the Farmers Home Administration under its 

resent authority, if funds are made available to its regular disaster 
oan fund, can lend a man money on his note to clean his farm up, 
to fix his house, to actually put furniture in his house, and to get what 
equipment he has to have? In other words, to completely reestab- 
lish himself? You have that authority and you have about $13 
million or $14 million in that regular fund now? 

Mr. Waters. That is true. 

Mr. Wuirren. But you do feel the fund should be increased to 
meet this extraordinary need? 

Mr. Warers. I mht expand a little on that answer. As far as 
the availability of the present funds, we do have a big part of the 
country that has had disasters of different types. 

Mr. Wuirren. I am not trying to intimate that you have enough 
money to meet your seeds, but I say you actually have about $13 
million in the fund, and your demands are from all over the United 
States. 

Mr. Waters. That is true. 

Mr. Wuirren. Those funds, however, are on a loan basis, but you 
do not have to require security? 

Mr. Warers. That is true. 


LOWERED INTEREST RATE 


Mr. Wuirren. Now, in order to compete with the RFC, which 
also can lend money to agriculture and to people that have needs in 
agriculture, I believe you have reduced your rate to 3 percent. 
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Mr. Waters. Three percent. 

Mr. Wuirren. And I do not believe you at this time have turned 
down any loan applications. 

Mr. Waters. No. 

Mr. Wuirrten. I failed to develop this, but there were a few loans— 
you heard the testimony from the RFC man—that had been turned 
down. I did not go into that, but where there are no clear lines of 
demarcation—it might not apply out there—some people who actually 
were not in the flood might have made applications. So, it could be 
that the few that have been turned down could not qualify on the 
basis of showing that the damage came from the flood. 

Mr. Waters. That may be true. That is possible. 

Mr. Wuirren. Of course, if the indemnification program is handed 
to you, you will handle it? 

Mr. Warers. That is true. 

Mr. Wuirren. But, under these loan programs, you do control 
the use of the money that is made available—for instance, the Farmers 
Home Administration. I am familiar with that. As a matter of 
fact, in those cases the money is put into the bank for joint use. So, 
you can absolutely see that it is spent on restoration. You are 
familiar with that? 

Mr. Waters. That is right. 

Mr. Wuirrten. So that for our purpose out here, whether Mr. 
Brannan was right or whether Colonel Howse was right or whoever 
is right, whichever the facts are, our prime purpose is to get this area 
back into production, and you can come closer to doing it by con- 
trolling the use of the money that is made available to you out there; 
can you not? 

Mr. Warers. That is true. 

Mr. Wurrren. And you are ready to do everything humanly pos- 
sible through the facilities of the Department of Agriculture to meet 
that need? 

Mr. Waters. That is correct, Mr. Whitten. 

Mr. Wuirren. I believe $30 million has been requested here for 
loans to farmers. Of course, it is hard to estimate how much money 
will be available; but, if such funds were made available to your 
regular disaster loan fund, there are no restrictions around that which 
would bother you in the least in meeting your needs as you see them 
in this area? 

Mr. Waters. I know of none. 

Mr. Wuirrten. I believe I am right in this: that you have authority 
now to use a part of that fund, if need be, for administrative purposes. 
Is there any limitation on what you could use for that? I know you 
try to avoid using it. 

4 Mr. Waters. I am not familiar with the extent of the limitation, 
if any. 

Mr. Wuirren. I wish you would report it to the committee. I 
am sure there is authorization to use part of the funds if need be for 
administrative purposes. I do think Mr. Lasseter has at all times 
been open and aboveboard with the committee and has always 
reported whenever any of those funds are so used. 

The clerk advises me that he can transfer money from this fund for 
this purpose. 
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(The information requested is as follows:) 


Paragraph (d) of Public Law 38, Eighty-first Congress, authorizes the use of 
funds available in the disaster-loan revolving fund for administrative expenses in 
connection therewith. These amounts are shown in the annual budget each year. 


EXTENSIVE SERVICE 


Mr. Wuirren. Back to your regular programs. There are certain 
items here which raise questions in my mind. What is the Extension 
Service going to do? I notice you have them down here for $180,000. 
How is that built up? 

Mr. Waters. The effort there was to move into the area more 
extension workers who have had past experience in flood areas and try 
to encourage farmers to do as much as possible themselves. 

Mr. Wuitren. How many agents do you plan to put in there, 
and at what salary? 

Mr. Waters. I think it is shown on the green sheet. I am sorry, 
but that is not broken down, Mr. Whitten. I presumed it was. Our 
program for that was to make additional grants to the States to pro- 
vide the additional help in those States, which is the basis on which the 
extension program is operated. 

Mr. Wuirren. I do not go too strongly for just appropriating a 
lump sum. You know we had experience with this rural-housing pro- 
gram, and it was the judgment of the committee that there was an 
effort to let everybody get in on it. 

I am not making any attack on the Extension Service. There is 
a job to do out there, and I do think we are entitled to know here 
just how they are going to do it, not only from the standpoint of the 
money involved but from getting the job done. You recall in the 
housing program that we cut out all the agencies that wanted to get 
in on it, and as a result we speeded it up. We just turned the pro- 
gram over to the operating agency, with some funds to the engineering 
section for plans, and it has been speeded up tremendously; but prior 
to that time, when you had to run the whole gamut of the agencies 
within the Department, a fellow might have moved somewhere else 
before he got his house. 

That is not what you are going to let happen here, is it? 

You have $180,000 for the Extension Service, without anything to 
show what the plans are. 

Mr. Waters. The best I can explain that at this time, Mr. Whitten, 
is that it is our normal pattern in the Extension Service, as you are 
familiar with it, to allocate the money to the States, and the States 
in turn—— 

Mr. Wuirtten. I wish you would put in the record how many 
agents or assistant agents or people they plan to use. 

(The information requested is as follows:) 
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Extension Service 


Missouri: 
1 agricultural engineer 9 months at rate of $6,000 per year plus $750 
Ne a i og nt a Re ee eg ea eee $5, 250 
1 home economist 9-months at rate of $6,000 per vear plus $750 
OG ik ei cis A eae ee eC. 5, 250 
34 assistant county agents 4 months at rate of $300 per month plus 
ar TT Oe ae i re 54, 400 
20 assistant home agents 4 months at rate of $250 per month plus 
SAI Crave DOr MAR ea a od eee cbc don < me 28, 000 
Communications, supplies and ‘materials, and equipment. -------- 1, 600 
OE, WENN a oi oc tesco ob pon cck eniseds Le ce 94, 500 
Kansas: 
1 agricultural engineer 9 months at rate of $6,000 per vear plus $750 
traweboo Aso BAN AG USB SULLA L Sant 5, 250 
1 home economist 9 months at rate of $6,000 per year plus $750 
er eo eo a eer ieee OE La an 5, 250 
25 assistant county agents 4 months at rate of $300. per month plus 
$100 travel per mbeebiri ci Ok A ee} 40, 000 
14 assistant home agents 4 months at rate of $250 per month plus 
$100 ‘travel per month... 662 io oles aa eect ee ses. 19, 600 
Communications, supplies and materials, and equipment. --- ---_- 1, 600 
OR TCM no PMS id Mo Soapen aby Ear martes — ec >. 71, 700 
Oklahoma: 
6 assistant county agents 4 months at rate of $300 per month plus 
Bld Gre VeL wer MON. ss boas Bae phases ae 9, 600 


3 assistant home agents 4 months at rate of $250 per month plus $100 
travel per month- 





Total, Oklahoma 


ape Sten 8 ee ee a DE ISE SE _........ 180, 000 


Mr. Wuirren. I am not at alt comipiiintiat hint the additional 
people being put there to help them to meet their needs. 


ADVANTAGE OF FARMERS HOME ADMINISTRATION LOANS QVER GRANTS 


You also have here grants to farm families unable to obtain loans. 
I think we developed that sufficiently the other day. At that time, I 
indicated that, since the Farmers Home Administration has a right 
to do all of this by unsecured loans—that is, unsecured other than the 
property purchased with it—you could meet this with loans if you 
were so directed? 

Mr. Waters. It could be accomplished, Mr. Whitten. The grant 
provision was the recommendation of the Farmers Home Administra- 
tion, that it could be handled best by having these very limited grants 
in addition to their loans, to meet the peculiar type of cases of tenants 
and those who we felt would not be realistically able to repay the loan. 

One other point on that question of whether it is more advisable to 
make a direct grant or grant a loan which might not be repaid in full, 
is the fact that the indebtedness still hangs over the farmer’s head. 
Farmers like to use the Farmers Home Administration as a stepping- 
stone to establish their credit and build themselves up to get out of 
indebtedness. If there is a grant made to get them started and they 
can pay off their loan, they have the feeling that they are on their own, 
even though they have had direct assistance. 
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Mr. Warers. It is a question of the man’s morale, to the extent 
that he could not get himself out of debt, and it would put a further 
debt upon his head. 

Mr. Warrren. You might be right. There might be cases like 
that. If you make a mistake by loaning it, you can always cancel 
the loan, can you not? It would not cost the Government any more 
to cancel it. 

Mr. Warers. It would not cost any more at all. 

Mr. Wuirren. So if you go ahead through the loan process—you 
could do it either way—you are already committed. 

Mr. Warers. The debt is never actually canceled. 

Mr. Wuirren. You know I hold Mr. Lasseter in the highest regard, 
but as a matter of fact these kinds of loans are hard to handle. The 
rate of repayment is not too good. Mr. Lasseter is proud of his 
agency. He is proud of the percentage of repayment, and knowing 
that these are not going to be repaid too fully, he would like to see it 
offset. _Wouldn’t you guess that is what it is? 

Mr. Warers. That may partly be true, but I do not think that 
either he or the Department or the Government wants to get a philos- 
ophy out among the farmers that it did not matter if it 1s paid back 
or not. We try to make the loan on the basis where they can repay 
and will repay, and any tendency that part of it is going to be written 
off would be a very bad philosophy. 

Mr. Wuirtren. A few years ago when you had your old seed loans, 
I had one of the local managers tell me that he had a 100-percent 
collection for the preceding year. I checked into it, and he did. He 
had loaned the money that year to pay the preceding year’s debt. 

You say here we do not want folks to think that they do not have 
to pay the Government. 

Mr. Warsrs. I think there may be a possibility in a few cases. 
It might be different among other cases. I think there is only a very 
limited scope where we have any thought of using grants. Iam sure 
you are familiar with Mr. Lasseter’s philosophy against grants in 
principle. 

Mr. Wuirten. It is based on the theory that frequently you make 
matters worse instead of improving them through grants, if your 
purpose is to reestablish and make sound farmers out of them. 

I reserve my own opinion as to what Mr. Lasseter’s idea is there, 
and I do not say that critically in the least. He is proud of his record 
of repayment in his agency, and this type of loan is hard to handle and 
hard to make collections on, where you make small loans for personal 
property to what many times is a transient type of farm worker. 
But you do say if money were made available for use in other ways 
that you could meet the need all right through your regular program. 
Have you got the authority to do it through loans? 

Mr. Warers. The only restriction I know of on the disaster loans 
would be to refinance existing indebtedness. On all other types of 
use it would be authorized. 

Mr. Wuitten. Emergency restoration of channel capacity and 
tributary streams and waterways effecting more than individual farms, 
and related measures—does that come under your regular soil con- 
servation? 
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Mr. Waters. That is part of the soil-conservation Program ® 
work, and they are doing quite a bit of it now. We also have already 
put $150,000 additional into this area in that type of work. 


ASSISTANCE IN CONSERVATION MEASURES AND PRODUCTIVE CAPACITY 
OF INDIVIDUAL FARMS 


Mr. Wuirren. The next items is home farm assistance through 
financial aid and technical services to restore conservation measures 
and productive capacity of individual farms. Now, you have your 
ACP program, in which the Government, to get soil conservation 
practices carried out, contributes to the cost. Now, you have a sub- 
stantial fund for the United States. Can you draw against that fund 
for this, or do you have to have extra money for it? 

Mr. Waters. We cannot shift any outside funds into this area. 

Mr. Wuirren. You are tied down by your formula of distribution? 
- Mr. Warers. Yes. 

Mr. Wuirren. You also have funds for the soil-conservation flood- 
control work. That is tied down by the projects as they were justified 
to the Congress? 

Mr. Waters. That is true. We have a limited reserve out of which 
we took the $150,000 we have now put out there in that work, which 
has been taken from that fund. 

Mr. Wuirten. I notice that you are planning not to exceed 80 
percent of the cost. That is about 30 percent higher than normal. 
s that just a recognition of the tremendous job that you have out 
there? 

Mr. Waters. We do feel there is extra need and urgency, regardless 
of whether they have financial ability or not, to get in and restore the 
land now, and there could be a tendency of some people to say the 
land is in such a mess they will skip it this year. 

Mr. Wutrren. In some of your areas there the situation is so bad 
that it is very expensive to do it. And you think that in order to 
help them come back you should raise the percentage the Government 
pays to 80 percent, which would mean that you are committed to that 
amount in every case? 

Mr. Waters. That is the maximum. 

Mr. Wuirren. With regard to the remaining 20 percent, that is and 
could be the subject of a loan from the Farmers Home Administration 
or some other agency to help reestablish and restore the farm. The 
matter would not be tied up because of the unavailability of the local 
contribution. 

I think, Mr. Waters, that you made a rather good statement of what 
you already have in the way of your organizations and offices in the 
area, and it strikes me that if funds were made available through your 
Farmers Home Administration and through the other agencies, to 
enlarge the personnel there, that you should be able to speed this 
matter up and go right along with it. I do not know of anything 
further. 

(Discussion off the record.) 

Mr. Norretu. Mr. Furcolo. 
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LOANS IN POTENTIAL DISASTER AREAS 


Mr. Furco.io. With reference to that business about the path of a 
disaster that we discussed with Colonel Howse the other day, is your 
viewpoint the same there with reference to loans made in what would 
be the potential path of a disaster in the future, not having in mind all 
the disaster area? 

Mr. Waters. We have confined our testimony for this period to the 
areas that have been designated by the President as disaster areas. 
That would include Kansas, Missouri, Oklahoma, and six counties in 
Illinois. For carrying on additional disaster loans in other areas— 
and we consider there are some areas where damage is related to the 
flood, such as in the States of Iowa and Nebraska, but we are not 
proposing these funds for that—out of our balance remaining in the 
disaster tan fund we do propose having disaster loans available for 
them. 

Mr. Furco.o. Let me tie you down for a moment to a particular 
locality, whichever State it may bein. Everybody is in a spot where 
there is apt to be danger. Is such a place eligible under your pro- 
gram? If so, do you contemplate loans being made there on the 
same basis as any place else? If so, is your viewpoint in conflict in 
any way with the over-all policy of the program? 

Mr. Warers. Mr. Furcolo, we are examining that very closely. 
Part of the Farmers Home Administration policy of protecting their 
own loan is advising the farmer on a sound place to rebuild, where 
to put his farm buildings, and to encourage him to the greatest possible 
extent to actually move out of danger areas. 

Mr. Furcoto. I do not mean to interrupt you, but assuming you 
get someone who is stubborn. He says, ‘“‘No, I have been here. This 
is where I am going to stay.’”’ Is he eligible on the same basis as 
anyone else who is in even a more safe place, or the safest place? 

Mr. Waters. He would be eligible to apply, but it is really an 
administrative decision. The present attitude of the Farmers Home 
Administration is such that I do not think he would be granted a 
loan if he turned down the advice as to the location. 


POLICY REGARDING REFINANCING UNSECURED LOANS 


Mr. Furcoto. With reference now to the $30 million loan program 
you have in mind, no collateral is necessary? 

Mr. Warers. No collateral is required, but the Farmers Home 
Administration supervises a program which is based on the farmer’s 
ability to repay and the period over which he can repay, and if the loan 
is granted an operating plan is worked out for the farm so that he can 
get it back on its feet. 

Mr. Furco.o. Suppose I am a farmer whose credit is good and who 
has dealt with you for some years. My credit is good and my charact- 
er is good. I have had a loan, but my farm is now gone, and I apply 
to you for a loan. It is practically certain that I am not going to be 
able to repay both your loan and the one I already am carrying. Do 
you get the picture? 

Mr. Waremrs. Yes. 

Mr. Furco.o. Where do I stand with you on that basis? 
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Mr. Warers. I am not sure that I can answer that, because it gets 
into the question of refinancing existing indebtedness, and disaster 
loans do not cover refinancing existing indebtedness. 

Mr. Furcoto. What I am driving at is this: If in addition to my 
good character I also have collateral, there is no problem. Then | 
am not a person who really needs the help. I am talking about some- 
one who is a “good citizen,’’ with the character and the desire and 
everything else, and who needs the help, but simply cannot pay you 
back and also take care of the old loan. What do you do with that 
man? 

Mr. Warers. I think it would have to depend so much on individ- 
ual circumstances that it would be hard to give a hard-and-fast rule. 
I am sure the operation of the Framers Home Administration today 
would want at least a reasonable assumption of the ability to come out 
in the end. 

Mr. Furcoto. May I ask you this: From your knowledge of the 
area, it would seem to me that practically everyone who is in that area 
that has some sort of a loan probably look it out because he needed it. 

Mr. Warers. That is one of the reasons that we recommended 
grants be made available as well as loans. 

Mr. Furcoto. What I am getting at, Mr. Waters, is what per- 
centage of the ones there are going to be in that situation? I mean 
people who did need a loan and could have paid it off were it not for 
this disaster, and now they cannot get into operation without fresh 
money. If you have a policy that you are not going to be able to 
help them with, something that they cannot repay, what do you do? 

Mr. Warers. I think the Farmers Home Administration can make 
a distinction between a long-term loan and an operating loan. Most 
of the Farmers Home Administration Disaster loans are on a year- 
to-year basis to get them into production and operation, and then a 
certain amount of his returns would be applied to his old indebtedness 
and a certain amount to his new. There is a distinction between the 
operating type of loan and the 20-year loan for the purpose of buying 
a farm or anything of that type. 

(Discussion off the record.) 

Mr. Furco.o. We talked the other day about some sort of a situa- 
tion whereby there might have to be compromises made by people 
out of the area to whom money was loaned. Something was said 
about the fact that whether any loans were made would be somewhat 
dependent upon whether or not a compromise was made. I may 
not have that part of it exactly correct, but you probably recall the 
testimony. 

Mr. Waters. I think that was the compromise proposed as a basis 
of the indemnification rather than the loan. I do not think it was 
the loan. 

Mr. Furcoxo. Yes, whatever it was. Do you people contemplate 
anything like that, or at the time you make the loan is it really going 
to be for the benefit, maybe indirectly, of someone? In other words, 
whom are we bailing out? ‘That is what I am getting at. 

Mr. Waters. We are certainly going to endeavor, if it is possible, 
to bail out the farmer, not the man who has a prior loan. We do work 
the loans through a local advisory committee, That advisory com- 
mittee many times in normal circumstances negotiates a man’s 
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indebtedness and gets him into a position to operate. 1 imagine they 
will be called upon to do much more of that in these circumstances. 


NEED FOR ADDITIONAL PERSONNEL 


Mr. Furco.o. Then could you give me a rough guess or estimate 
as to about how many new employees, if any, you might need if you 
were to assume whatever new duties or obligations you would have 
under this program as it has been outlined? 

Mr. Warers. As for the indemnification proposal, I do not think 
we would be in a position to estimate, until the job is assigned to us to 
do, the number it would take. I am going to provide the figures on 
the number of Extension Service people. As far as the Farmers Home 
Administration and Production and Marketing Administration and 
Soil Conservation Service are concerned we have already supplied that. 


LOCATIONS OF PRESENT DISASTER LOANS 


Mr. Wuirren. Could I ask one other thing, Mr. Chairman. I 
would like for you to list in the record the places that are now declared 
to be disaster areas in which you are now conducting or handling 
disaster loans, I would like to know, also, the places in the last few 
years where you have had these disaster loans. 

Mr. Waters. May I ask how broad you want that. Mr. Whitten? 

Mr. Wuirrten. I mean the general area. You had the boll weevil 
disaster in one area. You have had these floods in Ohio and on the 
Columbia River. I am not trying to get it in full detail, but you have 
had those experiences in each case, and your program has been set up 
on a loan basis, has it not? 

Mr. Warers. That is correct. 

Mr. Wuirtten. And not upon an indemnification set-up. Just 
briefly trace what your experience has been. 

(The information requested is as follows:) 


1. Northwestern and Great Plains States affected by siorms and blizzards during 
1949.—As a result of prolonged biizzards and storms, accompanied by extreme 
subnormal temperatures during January and February of 1949, 16 counties in 
Wyoming, the entire State of Utah, 35 counties in Idaho, 4 counties in Nevada, 
27 counties in Colorado, and 51 counties in Nebraska were designated as a disaster 
area by the Secretary in May of that year, following the enactment of Public Law 
38. Many farmers in this area suffered heavy losses of livestock. A large number 
of animals froze to death or died as a result of injury sustained during this long 
period ‘of below-normal temperatures. Injury to breeding stock was very heavy 
throughout most of this area. Due to below-normal rainfall in the summer and 
fall of 1948, it was necessary for most farmers in this area to commence feeding 
operations about 40 days earlier than usual, thus reducing both their feed supplies 
and their cash reserves. In addition to losses in numbers of cattle and sheep, 
farmers also suffered financial losses as a result of the high cost of feeding operations 
during the period of subzero weather. It was estimated that feed costs in the 
area ranged from $10 to $30 per head of cattle or animal unit above that ordinarily 
experienced. Disaster loans were made to eligible applicants for the replacement 
of livestock lost during the disaster, for feed and to meet other essential farm and 
home operating expenses. 

Subsequent to the designation of the above area the Secretary had designated 
31 additional counties in Colorado, 3 counties in Utah, 1 county in Idaho, and 6 
counties in Nebraska as disaster areas for various reasons as of June 30, 1951. 
Some of these counties were the same as those included in the original designation 
made because of damage from blizzards and freezes. Information is not available 
except in the county offices of the Farmers Home Administration concerning the 
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specific purposes for which disaster loans are made. The following table shows the 
total number and amount of disaster loans made in the named States from the 
inception of the program through June 30, 1951. Except for the State of Colorado, 
it may be assumed that the majority of the loans in these States were made as a 
result of the blizzards and freezes in 1949. Not more than half of the loans made 
in Colorado were attributable to that disaster. 


Disaster loans made to June 80, 1961 





Number of Amount of 
borrow 














ers loans 

nea Sh eee AOL SS i iiki ae e 145 $759, 970 
TE ee Ree ata 93 343, 595 
REESE BARA E ERS sh cans teh cinh os aathiaatde ele atin a abihon ib aae wale 5 21, 765 
DING hice 5604 cob = be Peed phe +See do Cleo wpe bbls wed eenoas 37 403, 759 
ae EGR Re gl Bi Ae By lll Uh Bs RE Ble Ai AB AEE RAE EES 67 450, 585 
RRS T Raa ad he Ge TERE ET Ee BE GET ES ETE SE OR 67 692, 595 

OU sais hae OL ee cick. dis 414 2, 672, 269 





2. Southeastern States affected by excessive rainfall and heavy boll weavil infestation 
during 1949 and 1950.—Due to excessive rainfall and a heavy infestation of bol! 
weavils during 1949 and again in 1950, large numbers of farmers throughout the 
Southeastern States suffered severe crop losses during these years. Many farmers 
in these States were unable to obtainneeded credit from established local sources 
to meet their operating expenses for the crop years 1950 and 1951, which necessi- 
tated the designation of most of the cotton growing counties of these States as a 
disaster area. Because of excessive rainfall during the summer months in 1949 
and 1950, it was not possible for farmers in many areas of the Southeast to carry 
out normal insect-control practices. As a consequence, boll weevil infestation 
in many sections was the highest that had been experienced since the advent of 
this pest a number of years ago. To June 30, 1951, disaster loans had been made 
to 27,739 borrowers in the Southeastern States in the total amount of $33,117,908, 
exclusive of the loans made in the citrus- and vegetable-growing area of Texas and 
in Florida. The following table shows the number and amount of loans made 
for the production of 1950 and 1951 crops by States. 


Disaster loans made to June 30, 1951 

















Number of Amount of 
borrowers oans 
SEF E Te ONE OL LEE EIT TD ES NOE EOI Larios Di ARTES A 2, 945 $1, 860, 085 
CE nn au nln Sondiniaaeearininncncpnee mn iaetenentam dened eaeibeue seme 3, 907 7, 346, 801 
Dida c dnc cua atdar nis dbsbbesi bn abhdeelddinhsakndtncddnakipdanecien 4, 557 4, 519, 880 
i ae are asd oe aie oe la sw cimenpealbulacemeat ee hes 469 1, 335, 743 
REE ERIE LSAT ERE IESE SEA AE PS ot ce 6, 589 9, 301, 481 
CEL ce oc eal el aes ales wauiebeanmmteeennieea bene 453 843, 780 
PII a = ow ckccitrbcdeie ecndosuedteamibubvcdincnacee Setacued 1, 564 892, 215 
IN Bais ak ch ete al esd aati bitalelh paid dint paibes td aitomundiedanehaeceieeie 568 375, 770 
et IRR E  EE  LES ER a <  IR et E RRO RI STA n RPRAG ot 4, 156 2, 847, 306 
WN. -.. <a. aadbcceappapses bacuscdindver tina hidghbenenitegns shweree 1,009 493, 77 

Mss Mics wdads dc tccbindnetirducdeudadtns slcwhotsetbiavssbdenwdlaten 1, 522 3, 300, 872 

a ee 27,739 | 33, 117, 903 





3. Disasters ageing smaller areas.— Due to freezes in January and February 
of 1949 severe damage was done to the citrus and vegetable crops in the Rio 
Grande Valley aree of Texas and in the Imperial Valley area of California. In 
the Texas area it was estimated that up to 90 percent of the young trees were 
killed by the freezes. Besides heavy damage to trees, citrus growers in both 
areas suffered substantial losses of production and income. In addition, most 
growers spent large amounts for oil for smudge pots and other heating devices 
in an effort to save the current citrus crop. Vegetable crops also were damaged 
by the freezes in both California and Texas, with the heaviest damage in Imperial 
County, Calif. As a result of these freezes 18 counties in Texas and 15 counties 
in California were designated as disaster areas. Loans were made to eligible 
applicants in these areas for orchard rehabilitation and for current operating 
expenses of both citrus and vegetable growers. Many vegetable growers in the 
Imperial Valley area of California suffered heavy losses from another freeze in 
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the winter of 1949-50 which necessitated further financial assistance under the 
disaster loan program. The severe cold weather in the winter of 1950-51 did 
further*heavy damage to the citrus area of Texas. In practically all sections the 
damage was worse than that caused by the freezes of 1949. The damage caused 
by this last freeze was so severe that it appears many growers in the area may not 
be able to rehabilitate their orchards because the income expected from the 
reestablished grove would not be sufficient to repay the expenses involved, 
together with other debts they owe. 

During August of 1949 a tropica! hurricane, accompanied by excessively high 
winds and abnormally high rainfall, damaged crops, citrus groves and other 
property throughout most of Florida. Reports indicate that winds reached 
sustained velocities of 60 to 80 miles per hour, with gusts in excess of 100 miles 
per hour. Rainfall was recorded at 8.48 inches at West Palm Beach, 7.55 inches 
at Melbourne, and 5.67 inches at Orlando. The heaviest damage was suffered by 
the Florida citrus industry, with the greatest losses occurring in Palm Beach, 
Martin, St. Lucie, and Indian River Counties. In some instances 100 percent of 
the oranges and grapefruit were blown from the trees. Since the operations of 
vegetable growers were not so far advanced, their losses were not aS extensive. 
As a result of hurricane damage and excessive rainfall, 44 counties in Florida were 
designated as a disaster area and loans were made to eligible applicants to assist 
in the rehabilitation of their orchards and to meet current farm-operating expenses. 
The greatest number of loans were made in the coastal areas where the hurricane 
first struck. Subsequent to this disaster there was considerable damage to the 
vegetable crops in the south Florida area as a result of excessive rains during 1950. 
Disaster loan assistance has been made available to eligible applicants in the 
stricken areas. 

Similar disasters affecting relatively small areas have occurred in various 
parts of the country since 1949 and assistance has been provided under the pro- 
visions of Public Law 38 to enable farmers in such areas designated by the 
Secretary to continue their operations. 

The following table shows the number and amount of disaster loans made in 
Florida, California, and the Rio Grande Valley area of Texas since the inception 
of the program through June 30, 1951: 


Disaster loans made to June 30, 1951 





Number of Amount of 
borrowers loans 





$3, 478, 002 
1, 690, 405 
1, 925, 730 


7, 094, 137 








(Discussion off the record.) 

Mr. Norre tu. I would like to ask you one or two further questions. 
Do you know whether or not the Department of Agriculture recom- 
mends the changes proposed to be made in the pending budget 
estimate here, or are you simply presenting it to us as other agencies 
are doing for whatever action we decide to take? Are you in a 
position to make a comment on that? 

Mr. Waters. Mr. Chairman, I think I would have to let the 
Secretary’s own statement in the record speak for that. He does 
endorse the recommendations in the House document and specifically 
enumerated the ones proposed by Agriculture itself. 

Mr. Norrewu. That is the statement that you care to make on 
that point? 

. Mr. Waters. That is correct. 

Mr. Norreu. Now, then, this last question: I do not think you 
can answer it now, but maybe you can get up the answer and clear up 
the record. You have some existing agencies in the Department that 
are already doing a large portion of the work that has been more or 
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oe tentatively suggested be turned over to you in the budget estimate 
ere. 

Mr. Warers. That is correct. e 

Mr. Norretu. I would like to know how much money might be 
available in the agencies that are now doing the work in this area, 
not including the new authority that is recommended here, if you 
use all the money you have to the credit of those agencies which you 
necessarily would not have to use in other areas of the country. I 
would like for you to estimate how much additional money you might 
need to carry on the work on a Nation-wide basis during this fiscal 
vear. 

Do you understand what I am trying to get at? 

Mr. Warers. Mr. Chairman, I might say that is the procedure we 
have followed in arriving at the estimates we have submitted to you. 
We examined first the programs we had operating, to see the extent 
to which they could be used to provide assistance in the flood area, 
rather than establish new programs. We examined the extent to 
which we need new funds to care for the extra burden of work in those 
programs, out of which we came up with the recommendation of 
the additional amount we would need to carry the additional burden 
in that area. Because of the fact that most of these funds for agencies 
are earmarked or distributed by a formula, we were unable, in most 
instances, to move funds from State to State. 

Mr. Norreuu. Then if you are to do the work that you think 
will be necessary in that area, you need that amount of money? 

Mr. Waters. That is correct. 

Mr. Norreuui. Allright. Mr. Waters, I think we are through with 
you, and | thank you on behalf of the committee for your kindness 
in being here through all of the hearings. You have been very 
helpful to us. Thank you very much. 


CONCLUDING STATEMENT 
WITNESS 


A. F. HOWSE, PERSONAL REPRESENTATIVE OF THE DIRECTOR 
OFFICE OF DEFENSE MOBILIZATION 


Mr. Norrevui. Mr. Howse, Assistant to the Director of the Office 
of Detense Mobilization, is here and will give his concluding statement. 
at this time. 

Do you have any additional general statement that you would like 
to make, Mr. Howse? If so, we would be glad to hear from you at 
this time. 

Mr. Howse. I would like to make a few remarks, if I may, just off 
the cuff and without any attempt to delay the committee. 

The first is that it is on occasions like this when I feel very strongly 
about something, that I find myself inadequate to express my feelings 
or even my own views. 

I want to thank the committee and to thank the chairman for what 
I regard as having been a privilege to attend a most fair and impartial 
hearing. 

Mr. Norreii. Thank you, Colonel Howse, very much. 

Mr. Howse. I have been in and out of the Government for 10 
years, and I have appeared before a good many committees, some 
friendly, some not so friendly, and I do not know when I have ever 
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appeared before a committee on a question in some respects as contro- 
versial as this one is, where a hearing has been conducted with more 
efficiency and dispatch and fairness than this one. 

I would like to put that on the record, If I am privileged to do so. 

Mr. Norre.t. It makes me feel mighty good. 

Mr. Howse. I also want to thank the chairman and members of 
the committee for certain personal references of a kind nature, shall 
we say, that were made to me personally during the hearings. J can 
assure the committee that my only interest in this matter is to further 
the defense production program to the extent that I can in these 
respects. 

I would not like to convey the impression that the hearings have 
not been a little rough at times, because they have been. I think 
that the record quite clearly indicates that. 

Mr. Norre.u. Right at that point, let me interrupt just to say 
this, that the committee can turn the table and say that you have 
been both a gracious and an effective witness, and we think you 
asserted your best effort to present your case. 

You have a great cause. I can see how you are inspired to leave 
nothing undone, because of the flood damage in this midwestern area. 

I want to say on behalf of the committee that we realize the damage. 
We have listened to the description of it by you and others. There 
can be no argument as to the seriousness of the flood damage in the 
Midwest. I think the committee is desirous of assisting. 

I would like to put it this way: If we do not all agree on what to 
do it is not because we do not have religion, so to speak. We are 
like the different churches. We all want to go to a certain place. 
We may travel different highways to get there. We may have our 
own ideas. You have yours. We may differ. The committee may 
differ. But one thing, I think, is settled, that is, that all of us 
recognize the extent of the disaster and the damages, and we want 
to be of the maximum possible assistance. 

We decided not to accept the kind invitation to go down there, 
because we are satisfied that the descriptions that were given us, if 
inadequate, are inadequate because it is humanly impossible to 
adequately convey the seriousness and the enormity of the damages 
sustained in the Midwest. 

Thank you. Will you proceed? 

Mr. Howser. Thank you, Mr. Chairman. 

I assure you that I sincerely feel that such differences of opinion 
that may exist are honest differences of opinion. 

I would like to accord the same courtesy to every man on this 
committee that I feel has been accorded to me. That is, each of us 
has expressed in this hearing his own honest opinions, whatever they 
may have been. 

The facts generally, in connection with the flood, however, are 
these, if I can take 2 minutes to hit the high lights. 

This has been the greatest single disaster in the history of this 
country. Some 5 million acres of farm land have been involved 
directly with some 30 million acres involved indirectly over an area 
extending 1,000 miles in length, and involving some 140 cities and 
towns. 

As I have testified previously at the peak of the disaster there were 
385,000 people displaced by floodwaters. 


89525—51———_15 
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- And as I have also testified previously we have lost about 5 million 
‘loaves of bread in this one single flood. 

For the greatest ne to the greatest number of people at the height 
of the defense mobilization effort we have recommended a three-point 
program involving production aids, loans, and insurance. 

- With respect to production aids we have recommended partial 
indemnification based on need, in order to place a man in a position 
where he can utilize a long-term loan. 

With respect to loans I think each member of the committee has 
‘repeatedly expressed himself in favor of doing whatever may be neces- 
sary in that regard. And I will not touch upon that further except 
to say that in my view—and this is a view that is shared by qualified 
financial people who have been in the area and who are thoroughly 
familiar with the problems that I present—the piling of debt on top 
of already existing debt is not the answer. By the same token, | 
seriously doubt whether anyone on this committee is recommending 
that the agencies concerned dilute their lending programs with loans 
which will be impossible or incapable of repayment. 

In short, our entire problem today may be summed up in an expres- 
sion of the need for speed for assistance in this area. 

In my own personal view, unless there is speed in assistance forth- 
coming I think it would be better if nothing was done, and these 

people were allowed to dig themselves out cf the mud themselves. 

Pe The only possible difference in our thinking may be in connection 
with the problem of speed. 

I am back in the Government because I am absolutely convinced, 
as is Mr. Wilson, that we are in effect on borrowed time throughout 
the world. We are having our last chance to preserve our own liberty, 
in my opinion. 

We are at war in Korea. And we are preparing to defend ourselves 
elsewhere in the world. 

We have at the present time on the books a seventy-odd-billion- 
dollar defense program, and we have another 60 billions in defense 
programs coming up. I do not see how we can afford to take the 
chance of delay for the cost. of $190,000,000 in this particular area. 

I would like to point out to the committee in conclusion that the 
direct relief that has been spent in this area is substantially less than 
has been spent on any disaster during the past several years. I say 
as respectfully as I can that I would be less than candid with you if 
I did not point out that the problem in this area remains unsolved if 
the recommendations which we have made to this committee are not 
placed into effect. The problems in this area cannot be solved by 
ignoring them. 

That winds up what I have to say. I want to thank you again. 

Mr. Norretu. As the committee understands it then, you believe 
it is better not to go any further with the relief program if the other 
recommended parts should not be adopted? You do not mean to 
leave that impression; do you? 

Mr. Howse. No; I do not mean to leave that impression, Mr. 
Chairman. 

Mr. Norre vu. The job has not been completed... | 

Mr. Howse. I mean that the job has not been completed, and that 
the principal justification for an unusual departure, if we may call 
it that, is the need of speed in the defense mobilization effort and if 
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we cannot have that speed I believe I would be inclined to concur 
with anyone else’s thinking that, perhaps, we do not need the unusual 
departure, either. 
r. NorrELu. I repeat that you have done what I consider to be 
a good job in presenting the matter to us. And in that connection I 
would like to ask this question. : 

Have you gone over this program fully with Mr. Charles Wilson; 
has he endorsed it? 

Mr. Howse. I have gone over this program in detail with Mr. 
Wilson. I think it stands to reason that I would not be here unless 
I had. I not only work for Mr. Wilson, but I worked for him and 
with him before and I am a personal friend of his, which is the reason 
I am down here. 

Mr. Norre.t. I know that. 

Mr. Howse. I can say to you that Mr. Wilson has authorized me 
to say as if he were here before the committee now that he does not 
like this indemnification program any better than you and I do, but 
he does not know any better way. And he recognizes that the problem 
has got to be handled. 

Mr. Norrecu. Well, I wanted the record to be straight on that. 
I have assumed from the fact that you are here that you carried with 
your testimony the weight of Mr. Wilson’s recommendations, but I 
wanted to make it plain in the record whether or not I was correct 
in that assumption. 

Now then, go ahead. 

Mr. Howse. As you may have noticed, in addition to being the 
assistant to Mr. Wilson I am, also, his personal representative which, 
as I understand it, is about as far as you can name 

Mr. Furco.o. His alter ego. 

Mr. Howser. As one man can name another to speak for himself. 
And I can say again to you, I think the record should be quite clear 
in this respect, Mr. Wilson is an individualist, if I can use that term 
advisably, and in somewhat the same manner that I would like to 
think that lam. Neither one of us likes the idea of indemnification 
as such, but we do not know any better approach to the immediate 
solution to this problem. 

Mr. Norretu. Do you understand that really and truly is the 
attitude of the President, that he may not be in entire accord with 
these matters, but that he knows no better approach—this is the best 
idea that he has—or would you want to comment on that? 

Mr. Howse. Well, I will say this to you with respect to the Presi- 
dent, Mr. Norrell. Ihave spent a good deal of time with the President 
and members of his staff in discussing the flood problems. No one 
of us has been able to develop a better approach to the solution of this 
difficulty, and, further, I would say to you that the record is quite 
clear that this problem has been considered by every single agency 
of the Federal Government and by the State governments concerned 
and by the various advisory committees of the State and local gov- 
ernments, and none of us—and by “us’’ I am including now the best 
brains not only in the Federal Government but the State governments 
as well—have been able to develop a better solution. 

Mr. Norretu. Colonel Howse, do we have the green sheets for the 
flood insurance angle yet? 

Mr. Howse. You do not have it for the insurance programs. 
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Mr. Norretu. You do not have the green sheets so far as the 
insurance is concerned? 

Mr. Howse. No. 

Mr. Norre.u. Can they be prepared? 

Mr. Howse. They can be. 

Mr. Norretu. Would you prepare the green sheets so that we can 
insert them in the record, because the record ought to show an itemized 
breakdown on the flood insurance fund of $50,000,000 as far as 
possible. 

Mr. Howse. Mr. Chairman, would it be agreeable with the com- 
mittee if I asked the RFC to give you that statement? That is where 
I will get it anyway. 

Mr. Norre.u. Yes. 

Mr. Howse. They have offered to furnish it. 

Mr. Norrewu. They have offered to furnish it; yes. 

Mr. Howse. I would just call on them for it and just hand it 
to you, and if I could just ask them to furnish it and then get myself 
clear out of the picture I would be much obliged to you. - 

_Mr. Norrewi. Well, we do not want to get you clear out of the 
picture. 

Mr. Howse. I will see that you get them. 

Mr. Norre.u. All right. You see that we get them. 


ALLOCATIONS TO VARIOUS AGENCIES 


Mr. Norrewu. There is one other thing I want to get you to give. 
I should like for you to prepare a statement for the record by way 
of an exhibit showing your program. First, show the indemnity, and 
under that the agencies that you will assign that program to and the 
amounts that each agency will receive. 

Then when you come to your second program ‘Loans,’ I would 
like for you to do the same thing, first showing the agencies, without 
any aalanalans and the amounts that each agency will receive. 

And then the insurance program the same way. 

Just a brief itemized summary of the whole matter, so that you can 
look at it with a glance and see what the picture is. 

(The information requested is as follows:) 


Proposed allocation of funds requested for flood rehabilitation program 


Partial indemnification and direct rehabilitation 
assistance: 
Department of Agriculture 
Housing and Home Finance Agency 
Reconstruction Finance Corporation 


Loans: 
Department of Agriculture____--- aera Rage SCRE S 
Housing and Home Finance Agency 
Reconstruction Finance Corporation 
160, 000, 000 
Flood insurance: Reconstruction Finance Corporation 





Mr. Howse. In this connection, further, Mr. Chairman, and coming 
back to the different comments on this subject that have been made 
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during the hearings I would like to make this point clear, that insofar 
as Wilson and company are coricerned, we hold no brief for a Flood 
Disaster Administration as against having the agencies do the job 
directly. I do not mean in that sense to appear to be ducking out 
from behind the President’s program, either, but I would say to you 
that if a means whereby the operating agencies themselves could be 
given this job to do with certain landmarks established so that they 
would know the boundaries within which they were operating—if the 
overhead of a Flood Disaster Administration could be avoided by the 
taxpayer, I can assure you that both Mr. Wilson and Mr. Howse 
would like to see it done just that way. Whether it can be done that 
way or not I have my own personal doubts, because I do not know of 
any other device by which you can assure uniformity of policy and 
procedure. 

Mr. Norrevyi. Thank you, Colonel Howse. 

Mr. Furcolo, do you have any questions? 

Mr. Furcoto. Well, I guess it is not so much a question, but if you 
would bear with me I would like to think out loud for a minute, just 
to get things straight in my own mind. 

As we have come to about the end of the testimony it seems to me 
that after this disaster there are certain steps or elassifications or 
whatever you may want to term them, where, first of all, you have the 
emergency phase with the rescue and the desire to prevent plague, and 
to provide food, clothing, shelter, and so on. 

And then after you are by that stage you may have a section or an 
area where, as a result of this flood, the war effort has been seriously 
impeded, 

I gather that you have no question whatever in your mind so far 
as giving assistance where, at least, those first two steps are concerned, 
is that correct? 

Mr. Howse. Well, I do not know about that, 


SITUATIONS JUSTIFYING FEDERAL ASSISTANCE 


Mr. Furco.o. Let me finish then, and then perhaps it will straighten 
it out. Then you may have a section or some individuals where, as 
a result of the damage to them, the war effort may not be seriously 
impeded, but the local help alone, not Federal help, but the local help 
alone may not be sufficient to enable that community to resume its 
place in the domestic economy; that is the situation where it may 
affect the community as a whole and affect the community directly. 

Then, of course, there is another situation where an individual may 
not be able to resume the status quo as it was before the flood with 
just local help alone. That is where it affects just the individual 
directly. It may, also, affect a few others indirectly, but in the main 
it would just be an individual. 

Then you may have other cases that you might term compassionate 
cases or something of that nature where the plight they are in has 
some appeal to the human being. 

Then you have other cases that you mentioned involving indemni- 
fication which looks more to the past than anything else. 

And then you will have your preventive phase of the program which 
looks more to the future. Although, as I understand it, you also, tie 
in the preventive phase or the insurance phase with the present re- 
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habilitation, more or less on the theory that some industry might 
want to move away unless given some sort of assurance or guarantee 
that they would be protected against this happening again. 

In other words, as I size it up on the testimony, we would have 
- those different situations. I have assumed from your testimony that 
you, probably, want to take care of everyone in those different steps. 

1 have gathered that as far as the emergency phase is concerned, 
you have no question at all about that. Phat sheslately has to be 
done or has been done. 

Mr. Howser. I wonder if I could pick up that one. In the sense 
that there is no disease today, and in the sense that people are eating, 
that has been done. On the other hand, when you bear in mind that 
there are still thousands of people who are living with neighbors, 
friends or relatives, and they are still living in some of the schools out 
there, and getting them out of the schools is quite a problem because 
school time is here now, you know—there are thousands of people 
living in trailers—there are tens of thousands of people living in the 
second stories of houses where the first stories are still full of mud— 
living in houses that have been condemned, or living in houses, 
perhaps, where the front part of the house has been cleared and the 
back part of the house is still filled with 3 feet of mud—those situations 
exist today, and to that extent the emergency work has not been 
completed. 

Mr. Furcoto. May I ask you this. Perhaps every step in this 
program may be considered a “‘must’’ in your mind, but there probably 
are some steps in the program that you feel are good but that you can 
get that section of the country going again without the step. I 
assume that as far as whatever we may term the emergency phase, 
having in mind the conditions you have just mentioned, that if it is 
necessary to have Federal money for that, that would be a must in 
your mind, would it not? 

Mr. Howssz. I could not conceive of it not being done. 

Mr. Furcoro. I could not conceive it in the minds of anyone not 
being done. 

Mr. Howse. Yet I would say this to you, by moving in here quickly 
with this over-all program we have, in effect, short-circuited the 
direct relief in the area. 

As I have just said to you when this entire $25,000,000 is spent we 
still will have spent substantially less for direct relief in proportion 
in this disaster than we have spent on any disaster since 1936 or 1937. 

Mr. Furcoto. That is right. 

Mr. Howse. So that I think mathematically you can make an 
excellent case to support my own personal view that a great deal more 
direct relief could be used and, probably, will be necessary if this 
long-range program is not adopted. 

Mr. Furcoto. Yes, I see your point; in other words, in that phase 
of it, as you phrase it—and I agreed with you—you cannot conceive 
of it not being done. 

With reference to anything that must be done out there to prevent 
the war effort from being seriously impeded I assume you would, also, 
state that you could not conceive of that not being done. 

Mr. Howse. That is correct. ; 

Mr. Furcoto. Now, I want to get the situation where the war 
effort is not seriously impeded, but in spite of the fact that it may not 
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have any bearing on the war effort, a situation where the local help 
alone is not sufficient to enable the community to resume its place in 
our domestic economy. In other words, forgetting the war effort, of 
course every section of the country and every community has some 
part to play in our domestic economy even in peacetime. If you have 
a situation like that do you still take the attitude in that sort of a 
situation that Federal help should be forthcoming? 

Mr. Howse. Well, I am not quite sure that I understand your 
question, but let me answer you this way: We have confined our 
recommendations to those things which we think are immediately 
necessary. We have stopped short of any long-range flood control 
programs or programs of that general nature. 

Will that give you the answer that you are seeking? I do not 
follow you as well as I would like to. 

Mr. Furcoto. Probably it is not primarily a question that should 
be asked of you, although we may be confronted with it on the floor. 
I think everyone will agree and there will be no objection to spend- 
ing money where you have to get people fed and clothed and sheltered 
to prevent disease—everyone will agree on that—and I think every- 
one will agree too that money, regardless Of what the amount may be, 
must be spent if there is a situation where the war effort or the defense 
effort is being seriously impeded. However, there may also be situa- 
tions where even if it is not going to seriously impede the war effort, 
yet it may be a community cannot get back on its feet to perform 
whatever its function may be in the peacetime economy without the 
assistance of Federal money. That would be a situation where the 
local money is not sufficient. Would you go so far as to say that in 
that situation there should be some Federal money forthcoming? 

Mr. Howse. This may be a little cold, this kind of an answer may 
be a cold answer. 

Mr. Furcoto. That is all right. 

Mr. Howse. But those are not the kind of situations with which we 
are concerned. 

Mr. Furcoxo. Let me get that straight now. You mean that there 
is no situation like that in any part of that area, or that you do not 
intend using the Federal money taking care of such a situation in 
that area? 

Mr. Howse. Well, I will say to you that our interest is in the 
defense supporting effort. 

Mr. Furco.o. Let me put it to you this way: If in that area there 
is a situation like that, you do not intend to use any of the Federal 
money to alleviate that? 

Mr. Howse. Well, I would even go so far as to say to you that if 
that sort of a situation exists I want personally welcome a restriction 
with respect to the funds. 

Mr. Furcouo. I get it. That answers it for me. In other words 
that is the philosophy? 

Mr. Howse. Again, I do not know what we are talking about 
exactly, but just speaking of the general policy. 

Mr. Furcoto. Here is what we are talking about and this may be 
theoretical, but let us say that there is an area, of, oh, a village in 
that whole section that has nothing whatever to do with the war 
effort, but that village is practically inundated or destroyed. You 
come to the yardstick of, ‘Does this destruction in that village 
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seriously impede the war effort in any way?” and the answer is, ‘No, 
it does not.” Then that village is out as far as you people are con- 
cerned in administration of these funds; is that it? 

Mr. Howse. I think I now see what you mean and I, perhaps, 
should say to you that I do not think that you can make the dis- 
tinction that way, because there are all sorts of defense supporting 
activities that are just as important as the direct defense contract in a 
defense production plant. 

Mr. Furcoto. Then you bring it within the definition of impeding 
the war effort. 

Mr. Howse. There may be a roller-skating rink or some non- 
essential industry, for example. 

Mr. Furcouo. Good, let us take that as an illustration. Let us 
take one village where there is a roller-skating rink and 50 families, 
all dependent upon that roller-skating rink. And that village is 
injured or damaged as much as any other place. Our assumption has 
nothing whatever to do with impeding the war effort. Then that 
village would be out? 

Mr. Howse. We have already made that distinction. I see now 
what you are after. 5 

We have made available for reconstruction in the area material 
priorities, second only to the most critical defense projects. 

On the other hand, I have publicly stated in that area we are not 
going to rebuild that entire section under the guise of an emergency, 
and any nonessential industry would automatically be declassified 
and made ineligible for essential materials. 

Does that get at it? 

Mr. Furcoio. Let me ask you this question. I think you are 
getting at it In other words, then, do I understand that one part of 
your philosophy behind this is to be that there is to be no Federal 
money in a community where the war effort is not impeded by this 
damage, regardless of how much sympathy there may be or other 
compassionate reasons there may be? 

Mr. Howse. I think, generally speaking, that is a reasonable 
statement of what we are doing. 

Mr. Furcoio. With reference to what I term ‘“compassionate’’ 
cases I have in mind a case where everyone as a human being would 
feel extremely sorry for what happened to a person and would want 
to help, but if you apply the yardstick of “If we do not help this 
person, is it going to cause any harm to either the war effort or produc- 
tion?’”’ That person is out; right? 

Mr. Howse. Yes, to answer you directly. May I go one step 
further and say to you that there are cases within this area and this 
again is a pretty cold kind of answer, of industry of a nonessential 
type of industry, having been wiped out and those employees having 
been available to essential industry from which some good to the 
defense efforts has actually resulted. That is not at all farfetched, 
but it is a pretty cold appraisal of the situation, and that appraisal 
is certainly made without regard to human interest or compassion, 
as you term it. 

Mr. Furcoto. If on the floor we are asked this question: Assume 
a man has been wiped out, home gone, his furniture and everything 
else; he is destitute, but he has not been contributing anything, was 
not a part of any war effort or anything of that sort. Assume there 
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is nothing to justify taking care of him except the sympathy we might 
have for him. Wouldn’t we be correct in stating that in such cireum- 
stances, no matter how much sympathy we might have for that man, 
he is not going to get any help whatever so far as Federal money is 
concerned out of this program? In other words, I am trying to get 
exactly what the yardstick.is, if these questions should arise. 

Mr. Howser. Well, I would say that if you could qualify your reply 
by saying, “By and large, that would be the case,” I would agree with 
you. I would certainly not like to give you a guaranty this afternoon 
that it could not happen, or that it would not happen, because, with 
that many people in that large an area, it could. 

Mr. Furcoto. I understand that in ‘general. Would I be safe in 
saying, if all a person can show is what I have termed ‘a compas- 
sionate case,” that is not sufficient to let him qualify for assistance, 
under this program? 

Mr. Howse. That is correct. 

Mr. Furcoto. And would the same thing be true about the in- 
demnification part, paying for past losses? You do not contemplate 
paying anybody simply for losses of possessions or anything else? 

Mr. Howse. Well, again, if I could make the same qualification, 
by the by and large, ‘bectiuse as it happens—and this is a point I may 
not have made as well as I would like now to try to make it—the 
great bulk of the people involved in this disaster are either farmers or 
wage earners. And, by ‘“‘wage earners,” I use the term advisably as 
against salary earners. These people are industrial workers and 
farmers. 

The better sections of the towns that were inundated by water, 
for the most part, were never touched by the water. I think Mr. 
Clevenger made the point here the other day that less than 10 percent 
of the homes in Kansas City were affected by water, and that is quite 
true. None of the fine homes down in the country-club area were 
even involved in the smell that followed the flood, much less any 
water. The people that are caught in this disaster are the little 
people. 

Mr. Furco.o. The ones that can least afford it? 

Mr. Howse. And they are the people, for the most part, who are 
already in debt up to their ears. We have made surveys in blocks 
out there and have projected them by population counts. And they 
are people who are either buying a home or buying a farm or buying 
a little service business of some kind, a filling station or a corner 
drugstore, something of that sort. And it is for that reason that 
I have consistently said to you that the indemnification program is 
necessary, because an unrealistic lending program to those kinds of 
people is not the answer, even if they will enter into an unrealistic 
lending program. Many of them—the more honest of them—will 
not do so, because they realize that it may be 5 or 10 years until some 
default occurs and they either lose what they then have or they will 
know they have no way of bailing out from under the double debt. 

Mr. Furcoto. That is all I have. 

Mr. Norretu. As of this time, then, I want to conclude the hearings 
by saying that the chairman of the subcommittee especially appre- 
clates what Colonel Howse had had to say about my attempt to be 
fair and impartial. The committee appreciates that. 
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I would like to say that you have been, too. 
Mr. Howse. Mr. Chairman, I have tried to be. 


Discussion oF Press Reports Imputinc Commirrer DgLay 1N 
CoNSIDERING EsIMATES 


Mr. Norre.u. At this point I want to read some newspaper articles 
that, frankly, you are not responsible for, but I want to check with 
you after I read the newspaper articles to get the record straight. 

If there is anything I have thought that a man in political life should 
do, it was to build up a reputation for fairness, for a very high degree 
of integrity and reasonable ability, but by all means being fair. 
Whether I am dealing with a Democrat or a Republican or a Socialist 
or a Communist, or what not, I want always to deal on a fair basis. 
‘And I think you do from what I know of you now. 

I am also of the opinion that cannot be said of certain newspapers 
that have been rather active in their areas since these hearings have 
‘been started. And, incidentally, may I say what they have written 
will not in any way affect the thinking of this committee, because we 
would not be capable and big enough to sit as a subcommittee if we 
would let articles like this interfere with the discharge of our duties. 

In the Kansas City Times, under date of September 18, an article 
appeared with headlines ‘‘Flood Bill is Stalled.” 

hat day I was questioned by the reporter, and I indicated that 
we would start the hearings just as quickly as we received all of the 
data that we had to have, and issued a formal statement to that 
effect. And then late that afternoon 1 was advised by the Committee 
secretary that we had not all but most of the information. So, we 
nee scheduled hearings to start the next morning, which was 
the 19th. 

Now, this subcommittee was appointed on Friday, September 14, 
which was immediately after we reconvened from the recess. We 
checked on the information before us the following Monday, and | 
issued this formal statement to this paper Tuesday, and we went to 
work on the 19th. 

This same article went on to say that something happened behind 
closed doors, and that we started hearings unexpectedly. Let me see 
if I can find that. It says here that the hearing on the $400,000,000 
Missouri River flood-relief bill had been set for 10 o’clock tomorrow 
morning—this is dated the 18th. They state that it will be conducted 
behind closed doors. 

They ought to know that no subcommittee hearings on appropria- 
tions here in the House ever are held otherwise. They state: 

The order setting the opening of the hearings came unexpectedly today from 
Representative Norrell, the subcommittee chairman. In a prepared statement 
yesterday, Norrell gave no indication when the hearing would start. The language 
of the statement was interpreted here as hostile to the proposed legislation. 

I tried to explain why we did not start it 10 minutes after this 
committee was set up; and the reporter may have reported it. I do 
not know. 

I find that in one of the papers that the Bureau of the Budget 
announced that we had all of the information that we were supposed 
to have. That is, of course, not correct. 








233, 


And then before I got into the picture I find the same Kansas City 
Star criticizing the chairman of the full committee. They start out 
by saying this, and I quote: 

Representative Cannon, Democrat of Missouri, chairman of the House Appro- 


priations Committee, tonight was getting the blame for the delayed action on 
proposed legislation to aid in the flood-devastated Missouri River Valley. 


And I quote further, after I omit some of the article: 


Cannon has made no move to hold hearings. He could have designated a sub- 
committee to start work before the House recessed. 


He could not have done that in keeping with the traditions of this 
committee, because the necessary information simply was not before 
us. 


Now, I find another article by this some paper. I think this is 
dated September 13. And this starts out this way, “Congressional 
delay on flood relief is incredible to Midwest victims.” 

Then the first paragraph: 

News from Washington that dust is collecting on all of the flood-relief measures 
that poured into Congress immediately after the mid-July disaster came as a 


shock today to thousands of the flood sufferers and the many agencies that have 
been working day and night to help them. 


It may be a shock to the good people down there that the Kansas 
City Star is incorrect in its statements. Clarence Cannon has not 
been derelict in his duties. He has gone beyond the line of duty to 
help the people in that area. He has exerted every effort that any 
human being could exert. 

I will quote further from this paper: “Actions not words,” in 
great big boxcar letters. And then I quote the-paragraph underneath 
that: 

Judging by acts which count more than nice words, Congress does not intend 
to bother with the flood-aid program; at least, until next January. 

I wonder what the Kansas City Star thinks of $25,000,000 that we 
have already appropriated, and I wonder what they think of the 
amount that has been appropriated to other agencies in addition to 
the $25,000,000. 

Then I quote further, after skipping some of the article, in which 
they are selieae about the billions we have appropriated, the taxation 
we have levied, and then they make this statement, and I quote, 

Now it faces a perfectly terrible situation in its own heartland, and it is busy 
with other things, suddenly very conservative and cautious. Flood damage so 
far reaching that it affects the economy of the whole Nation. 

Which is true, and I do not deny that. 

I continue to quote, 

But Congress is busy. Family savings and businesses have been wiped out as 
in no other disaster in American experience, but Congress has no time to fool 
with a little, dinky $400,000,000 appropriation. It is intent on scores of billions. 
What are our own Missouri and Kansas delegations doing? We have had 
enough of kind words. What we need now is action. 

I want to say on behalf of the delegates of those States, both 
Kansas and Missouri, both Democrats and Republicans, that I do 
not know of anything that they could have done that they have not 
done. 1 think they have tried to do everything in their power for 
their constituents. I do not want any politics, and we are not going 
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to have any, so far as this subcommittee is concerned regarding this 
matter. 

Now I want to check on the history of this matter with you, in the 
light of these newspaper articles, and see if the history is correct, 
because I think it only fair that the record show the whole story. 

For example, on Wednesday, August 22, you and Messrs. Bradley 
and Deane of the Budget Bureau met with Messrs. Harvey, Spran- 
kle, and Pope of the committee staff to discuss the program generally 
and to arrange for the handling of the estimate. Thatis correct, is it 
not? Iam sure that is correct, because we got the budget estimate, 
1 believe, on the 20th of August. Anything that I say that is not 
correct, you stop me. 

At this meeting you were very anxious to start meetings immediately, 
and you expressed disappointment when told that it would be impos- 
sible to start the hearings prior to September 12. Inquiry, however, 
disclosed that you had no supporting information or justification of 
any kind in support of the budget estimate at that time. 

At the close of the meeting you stated that a man by the name of 
Candee in your office would contact the committee staff on the follow- 
ing Monday, August 27, concerning the hearings and justification. 
After failing to hear from him on Monday or Tuesday, Mr. Pope 
called Mr. Dorian on Wednesday, August 29. 

Mr. Candee stated that he had been given another assignment and 
thought the job would be turned over to someone else in his office. 
He indicated, however, that he would contact you upon his return the 
next morning and get a definite decision. 

Then on Thursday, August 30, Mr. Candee called to say that he had 
been reassigned to this matter, and arrangements were made for 
a meeting on Friday, August 31. The meeting was held with Mr. 
Candee, Mr. Wood of the Baseau of the Budget, and Messrs. Sprankle, 
Pope, and Heinmiller of the committee staff. 

It was obvious after this meeting that even preliminary plans had 
not been agreed upon. Neither Mr. Candee or Mr. Wood could 
furnish a breakdown of the $400,000,000 between the loan indemnity 
and the insurance programs. In fact, they were unable to present 
any specific information to justify the amount requested. Further- 
more, no determination had been made as to how the funds would be 
spent, what agencies would participate or how or what new agencies 
might be created. 

Finally, arrangements were made for justifications, green sheets and 
so forth, to be submitted to the committee on Friday, September 7. 

On that date, Friday, September 7, Mr. Candee notified the com- 
mittee staff that you were out of town until the following Monday or 
Tuesday and, since you wanted to review the material before submis- 
sion to the committee, he would be unable to submit it before Tuesday 
or Wednesday, September 11 or 12. 

One set of the justifications, without the necessary green sheets, 
were received on the afternoon of Wednesday, September 12. Addi- 
tional copies of the general statement were received at 5:15 p. m. on 
Friday, September 14. And green sheets were promised for the next 
day by Mr. Candee. 

In this connection, I want to call the committee’s attention to the 
fact that even on September 12 the plans were not definite, nor the 
figures firm. Since on September 14 we were requested to correct 
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these figures appearing on page 13 of the justifications in support of 
the indemnity program, so that the detailed figures would agree with 
the $190,000,000 requested, instead of adding up to $169,000,000 as 
originally presented to us. 

Then on Saturday morning, September 15, Mr. John Hurley of 
your organization called to inquire what the committee wanted in the 
green sheets and when they would have to be submitted. 

He was told that no definite arrangements could be made for hear- 
ings until all material was in the hands of the committee, and it had 
been promised on September 7. He stated that he just received in- 
structions the day before to prepare them which was Friday, Septem- 
ber 14. He was also told that the green sheets should fully support 
the $400,000,000 request and should not be limited to the require- 
ments of the small disaster relief coordinate group. 

The final portion of the justification, supporting exhibits and in- 
complete green sheets were received late in the afternoon on Monday, 
September 17. And hearings were set for Wednesday, September 19. 

It was interesting to note that the green sheets submitted were in- 
complete and that they supported only $500,000 of the total request. 
It should, also, be noted that even at the present time the committee 
doesn’t have complete justifications and green sheets for those por- 
tions of the program to be assigned to the RFC, the Housing and 
Home Finance Agency, and the alan of Agriculture. 

Even at this date the committee does not have the minimum amount 
of information required by law nor the information normally required 
to support a budget. 

And now, Mr. Howse, based on these facts, I think it is fair for me 
to state that the committee is in no way responsible for the delay in 
the handling of this proposal. And these newspaper items I have 
mentioned are incorrect and ought not to have been published. On 
the contrary, I feel that it has gone out of its way to cooperate with 
you and your staff and all other interested parties. It has made 
every effort to facilitate the processing of the estimate. Therefore, 
any responsibility for delay must be placed elsewhere, not on the 
committee. 

What I have said here, I have said because I wanted the record to 
show just what had happened. I do not think that the committee, 
including Mr. Cannon, ought to be charged with any responsibility 
for delay—you are not charging us with it—but these newspapers 
that I have referred are, and the people down there really have no 
opportunity of knowing otherwise. 

Mr. Howse. Might I say something? 

Mr. Norre.u. I would be glad to hear from you. 

Mr. Howse. I should like to make a comment on the record, if I 
may, and say that I can only repeat what I said before you even 
referred to these newspaper articles, that in the 10 years that I have 
been in and out of Government, I have never been accorded more 
courtesy or a fairer or a more impartial hearing in all of my experience. 
I think it is unfortunate that the Congress adjourned when it did. 
I doubt that anything that you and I could put together could change 
the public’s attitude in any great measure ‘with respect to delay in 
hearings. 

I would trade you these newspaper articles for some that have been 
sent to me also from that area, including some of the most scurrilous 
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letters that I think I ever received in my life. I have received tele- 
came in the same tenor, accusing me personally of holding up this 

ing and of not getting hearings started after all the billions to 
Europe for aid. 

I received one editorial from a newspaper out there that even added 
up all of the appropriations to Europe, some 100 billion and ran my 
name in connection with it and mailed me the editorial. 

I will say this to you very candidly, I honestly do not see how this 
committee could have been more cooperative than they have been. 

I am satisfied that a great deal of the delay in getting started can 
reasonably be charged to us because of our inexperience in this kind 
of disaster. In retrospect I can say to you, even as far back as the 
Governors’ Conference that was held out in Kansas City—lI believe 
that was sone the latter part of July, actually, in which there were 
eight or nine Governors present, and  kBaeieng and some of the Repre- 


sentatives from that nine-State area—even at that time I was per- 
sonally accused of a turtlelike approach toward “getting Federal aid 
into the area.”” And that was before the water had even gone down 


mind you. 

I do not know what you can do about these kind of things. 

Mr. Norretu. You have been most gracious in your statement. 

Are there any other witnesses or any other evidence that you can 
think of that we ought to have that we have not had? 

Mr. Howse. I do not think so, Mr. Norrell, except with respect 
to the insurance program. 

Mr. Norreuu. We are going to go into that. That is the only item 
that I know about that we have not gone into as completely as we 
should. And, I hope to have one or two witnesses on that point in 
the morning. 

Since you have no further evidence to present, we want to thank 
you very kindly for the help you have given us and for the courtesy 
you have shown us. 

I will say in conclusion that we hope you will be satisfied with the 
decision we make. 

Thank you very much. 

Mr. Howse. Thank you. 

Mr. Norrewu. We will recess until 10 o’clock in the morning. 
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Fripay, SepreMBer 21, 1951. 


WITNESSES 


A. E. HOWSE, ASSISTANT TO THE DIRECTOR, OFFICE OF DEFENSE 
MOBILIZATION 

H. G. LEEDY, PRESIDENT, FEDERAL RESERVE BANK OF KANSAS 
CITY, AND CHAIRMAN OF FINANCIAL ADVISORY COMMITTEE 
ON FLOOD REHABILITATION 

HON. EDWARD F. ARN, GOVERNOR OF KANSAS 

ROBERT T. THORNBURG, VICE CHAIRMAN, STATE ADVISORY 
COMMITTEE (FLOOD) OF MISSOURI 

LeROY POWERS, ATTORNEY OF OKLAHOMA 


ROY YUNG, DIRECTOR, DEPARTMENT OF AGRICULTURE OF 
ILLINOIS 


Mr. Norrevu. We have a number of witnesses here that Mr. 
Howse has requested that we hear, and we are honored to have them. 
And without further delay I am going to ask Mr. Howse to present 
the witnesses in the order that he desires. 

Mr. Howsg. Mr. Chairman, I would suggest that the committee 
hear first Judge H. G. Leedy, the president of the Federal Reserve 
Bank of Kansas City, and chairman of the Finance Advisory Com- 
mittee of the Flood Rehabilitation, inasmuch as his work has been 
tied in directly with us as an agency of the Federal Government, 

Next I would suggest that you. hear the Governor of Kansas, 
Edward E. Arn; the director of the department of agriculture in 
Missouri and vice chairman of the Missouri State Advisory Committee, 
Mr. Robert T. Thornburg; the counsel for the Governor of the State 
of Oklahoma, Mr. LeRoy Powers, on the fiscal; then Mr. Roy Yung, 
the director of the department of agriculture, representing the Gov- 
ernor of the State of Illinois. 

Mr. Norre i. All right, Mr. Leedy, we are glad to have you with 
us and we will be delighted to hear what you have to say at this time. 
If you have a prepared statement to make we would be glad to have 
you either read your statement or file it and tell us what you have to 
say, either way you like. 

Mr. Lerepy. Mr. Chairman, if I may I will just read the statement. 

I appreciate the opportunity to appear before this committee today 
in connection with the hearings on the flood-relief bill. The flood 
disaster which struct the central part of the country in July brought 
much human suffering, serious destruction of property, and interfer- 


- enee with the normal functioning of the economy of that area, includ- 


ing its contribution to the defense program. In my judgment, it is 


_ of the utmost importance that every reasonable effort be made to 


expedite the rehabilitation of the area and to bring prompt restora- 
tion of the productive effort of that important region of our national 
economy. 

The Committee on Federal Financing of Flood Rehabilitation, of 
which I am chairman, was appointed by Mr. A. E. Howse, personal 
representative of the Director of the Office of Defense Mobilization, 
to study the problem of financing flood rehabilitation. In addition 
to representatives of the various Government lending agencies, the 
committee consists of 12 non-Government representatives covering 
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the various economic groups affected by the flood, six from Kansas 
and six from Missouri. It includes two commercial bankers with 
correspondent bank accounts and wide contacts with other bankers 
in the area; the presidents of the Kansas Bankers Association and the 
Missouri Bankers Association; specialists in real estate and real estate 
lending in both Kansas and Missouri; two businessmen with wide 
experience; two representatives of labor; and two representatives of 
the land-grant colleges in Kansas and Missouri. 

The committee was divided into three subcommittees on agricultural 
financing, business financing, and residential financing, and members 
were assigned to these subcommittees according to their special 
qualifications. These subcommittees prepared-and submitted reports, 
which were then considered by the full committee, which in turn made 
additional recommendations. It is these recommendations of the 
Committee on Federal Financing of Flood Rehabilitation which I wish 
to present to you today. 

The first recommendation is the prompt adoption of a program of 
flood insurance. 

Underlying all arrangements for rehabilitation of the flood-stricken 
area is the need for a program of flood insurance. Adequate protec- 
tion against flood disasters necessarily cannot be available for a 
considerable period of time. Pending that time, rehabilitation and 
the extension of credit for that purpose in the flood-stricken area, 
without the protection of insurance, would be extremely hazardous, 
and yet such insurance cannot be made available by private insurance 
companies except at prohibitive cost. There appears to be some 
likelihood that private insurance companies may undertake to develop 
a program whereby they can carry flood risk at a later date, but, for 
the time being, the involved is too great for them to assume the full 
risk without some underwriting by the Government. Much of the 
needed rehabilitation in the area will not be undertaken while the 
exposure remains as great as it now is. In order to assure the restora- 
tion of the area as quickly as possible and to make available to the 
defense program the contribution of which it is capable, it will be 
necessary for the Government to provide protection through an 
insurance program. 

A second recommendation of the committee is that commercial 
banks in the flood area be authorized to act as fiscal agent in making 
loans of $5,000 or less in behalf of the Government or any of its 
agencies empowered to make disaster loans. 

It is of considerable importance that every effort should be made to 
expedite the extension of disaster loans to flood victims. With the 
best possible effort on their part, the Government agencies extending 
disaster loans are limited in their efforts by the number of offices 
that they maintain. At present, the Reconstruction Finance Cor- 
poration has 14 offices in the flood area, including its emergency 
offices. The Farmers Home Administration, according to our under- 
standing, does not have more than one office to any county, and in 
many cases one office serves two or more counties, although emergency 
use is being made of Production and Marketing Administration 
offices in the various counties. Use of the 760 commercial banks in 
the flood-disaster area as fiscal agents for granting the smaller disaster 
loans of these agencies would add tremendously to the number of 
outlets and thereby expedite the granting of such loans. 
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. Moreover, the local banks are in the best position to determine the 
needs of those who seek financial assistance. They are acquainted 
with the people in their own areas, and many of those people are the 
banks’ own customers. Thus the local banks know their financial 
condition and can exercise good judgment with respect to the credit 
needs of the flood victims. 

A third recommendation of the committee is that provision be made 
under the Government’s financing program for the purchase of pre- 
ferred stock in corporations affected by the flood. 

The effect of a loan upon a company’s financial position is an im- 
portant factor which must be taken into consideration by a commercial 
bank or other lender in extending further credit to the company. 
A term loan creates long-term debt, which in turn impairs the com- 
pany’s ability to borrow for normal operating purposes. Sale of 
preferred stock, on the other hand, would provide the company with 
fixed capital and permit it to maintain its working-capital position. 
In addition, dividends would be paid on preferred stock only if earned, 
whereas under a term loan the company would be faced with the 
problem of servicing the loan through interest payments and periodic 
reductions in principal. Supplying additional capital through pur- 
chase of preferred stock by a Government agency has a precedent in 
the program followed during depression years whereby the Reconstruc- 
tion Finance Corporation purchased such stock in banks and other 
corporations throughout the country. 

A fourth recommendation of the committee is that a loan guaranty 
arrangement be established for both industry and agriculture affected 
by the flood similar to the so-called V-loan program which was used 
successfully for financing war production contracts during World War 
II and is being used currently for financing defense-production con- 
tracts. 

This recommendation contemplates that the loans would be made 
through commercial banks and other non-Government financial insti- 
tutions, for their own accounts and not as fiscal agents for the Gov- 
ernment, with a guaranty covering part or all of the loan to be issued 
by the appropriate Government agency, which also would determine 
the amount of the guaranty. In other words, the commercial bank 
or other private lending institutions would extend its own credit to 
the borrower. However, because of the degree of risk involved, it 
would be possible for the borrower and the bank to arrange that a 
substantial proportion of the loan, and in some instances all of the 
loan, would be guaranteed by the appropriate Government agency. 
The use of the loan-guaranty provision is contemplated only for the 
larger loans involving business and agriculture. 

number of businesses and farmers who previously were good 
credit risks have had their financial condition impaired as a result of 
flood losses. Moreover, loans for rehabilitation in many instances 
necessarily will have to extend over a considerable number of years. 
Although the private financing institution with which these borrowers 
normally conduct their business wish to continue to finance these 
customers, the impaired financial condition of the customers make it 
inadvisable for them to do so, particularly in view of the substantial 
number of such customers in some communities. In my view, it is 
highly desirable that these borrowers should be taken care of largely 
through regular channels rather than to permit the flood emergency to 
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lead to a diminished role for our commercial banking system and other 
private financial institutions. Furthermore, these private lending 
institutions are in the best position to know the financial condition, 
need, and problems of these customers with whom they have dealt 
over past years. A loan-guaranty program would be a means whereby 
financing through normal channels could be maintained even during 
the period of flood-disaster financing. 

A fifth recommendation of the committee is the enactment of an 
expanded Government program for the rehabilitation and restoration 
of damaged farm lands. 

The work of the committee in this connection has been greatly 
facilitated by membership on the committee of the president of 
Kansas State College, the land-grant college in Kansas, and the 
dean of the College of Agriculture of the University of Missouri, 
the land-grant college in Missouri. Their specialized staffs have 
been at work trying to determine the extent of farm-land damaged 
and the methods by which damaged farm land can reasonably be 
rehabilitated and restored to productive use. 

A large amount of highly productive farm land has been severely 
danthapa by the flood, much of which cannot be returned to pro- 
ductive use by the individual farm operators under existing govern- 
mental programs. The cost involved in rehabilitating much of this 
land is so great that it is more than a credit problem and, unless pro- 
vision is made.for Government assistance in rehabilitating this land, 
extension of adequate credit for rehabilitation also will be seriously 
retarded. It is a matter of the needed action for assuring the return 
of most of this farm land to productive use. 

A sixth recommendation of the committee is that the sum of 
$30,000,000 be added to the disaster loan funds available to farmers. 

Agricultural representatives on the committee have indicated the 
need for a substantial amount of disaster loan funds for farmers in the 
flood-disaster area. These loan requirements are not only for short- 
term credits but also for the longer-term credits needed for rehabilita- 
tion work. However, substantial demands on these disaster loan 
funds already have been made in other agricultural areas and, there- 
fore, the amount of such funds now available are inadequate to also 
meet the large additional demands arising from the flood disaster of 
the Midwest. The problem is accentuated by the need for long-term 
financing in the flood areas, as such funds will not be readily returned 
to replenish the revolving disaster loan fund. For these reasons, it is 
recommended that the revolving loan fund be enlarged by an addi- 
tional $30,000,000. 

A seventh recommendation of the committee is that the Federal 
Housing Administration extend its insurance an old houses purchased 
by flood victims on as liberal a basis as that provided for new houses 
purchased by flood victims, and that the Federal National Mortgage 
Association stand ready to purchase mortgages so issued on as liberal 
a basis as on new housing. 

In many cases, individuals who lost their homes in the flood have 
located existing houses which they could purchase, but owing to their 
financial condition, they cannot comply with conventional mortgage 
terms or the terms prescribed by the Home Owners Loan Corporation 
for ordinary purchases. Mortgages on new houses costing $7,000 or 
less purchased by flood victims many have maturities up to 30 years 
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and may be nog guaranteed by the Federal Housing Administration. 
In the present flood emergency, when the prompt provision of ade- 
quate housing for flood victims is of paramount importance, it would 
appear proper that similar financial arrangements be made available 
to flood victims for the purchase of existing houses. 

Gentlemen of the committee, I have made a number of additional 
recommendations, but none of them, as I understand it, would require 
peentes They go rather to some liberalization of policies now being 
followed by the Federal agencies on the expediting of their programs. 

I might say, gentlemen, that in the over-all our committee was con- 
cerned with providing, first, adequate facilities so that this job of the 
needed relief through financing could be done as speedily as possible, 
and also to provide the types of financing arrangements that would 
best insure placing the victims of the flood back on their feet and with 
an ability to go forward. 

Mr. Node: Does that conclude your general statement? 

Mr. Lexpy. That concludes my statement, Mr. Chairman. 

Mr. Norre.u. I assume from your last statement, then, Mr. Leedy, 
that your position is that the program you have presented to the com- 
mittee is supported by basic law. That is the reason that you didn’t 
include the other recommendations; is that correct? 

Mr. Legpy. Mr. Chairman, we don’t attempt to determine the 
magnitude of the funds that might be available other than 

Mr. Norretu. The only thing you intend to do here, if I interpret 
the matter correctly, is to portray your needs and to make recom- 
mendations with respect to the benefits for the emergency situation 
that exists? 

Mr. Leepy. Yes, Mr. Chairman, within the framework of the 
request that Colonel Howse made of the Committee. 

fr. Norre i. Now, then, I noticed, Mr. Leedy, in presenting the 
matter to us you mentioned the flood insurance; and then pending 
that you outlined several matters that you thought that we should 
have of an emergency nature. Now I take it that the flood insurance 
program is more for the future benefit than the past or present. 

Mr. Leepy. No, Mr. Chairman; that isn’t the view of the com- 
mittee. The feeling is that in order for the rehabilitation job that is 
needed to go forward there should be some protection. provided as 
promptly as possible in the way of flood insurance. 

-Mr. Norre.u. Then how long, as president of this institution down 
there, do you think it would take to inaugurate the program of flood 
control? Do you know about the length of time in which a program 
of that kind could be started and the people in that area could be 
protected from floods? 

Mr. Leepy. Mr. Chairman, I only know what I have heard in the 
way of estimates. I think the estimates that I have heard most 
frequently absorb a minimum of 5 years in order to provide the 
necessary protection. 

Mr. Norrett. All right. You said pending that program, that is, 
flood control, these other matters should be inaugurated. Now has 
there ever been, as far as you know, any program set up whereby 
eommercial banks would make loans for the Government acting as 
the Government’s fiscal agents up to and not in excess of $5,000? 

Mr. Lespy. Not sae Wane as fiscal agent, Mr. Chairman. The 
commercial banks do act as fiscal agents for the Government in some 
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transactions at the present time. They are the fiscal agent for the 
Government in issuing series E savings bonds. 

Mr. Norreiu. Now, what would be. the basis of granting these 
loans if the authority should be granted? Would it be fo on needs 
or based on dam ges or what? 

Mr. Leepy. Well, the loans I would say would be based on the 
needs of the borrower, and the needs of the borrower, of.course, would 
be related to the loss he has suffered. 

Mr. Norre.u. He would have to show his loss, and then up to 
$5,000 he would be entitled to a loan; is that right? 

Mr. Leepy. No; Mr. Chairman; I wouldn’t be quite that categorical 
about it. I think these banks in making these loans would want to 
satisfy themselves that the funds are going to be used preferably for 
some productive purpose, that they are necessary in order for the 
particular borrower to go forward with whatever his own operations are. 

Let me say in this connection that the Federal Housing Administra- 
tion has a program with respect to repair and rehabilitation loans for 
residential buildings, I believe; up to $3,500, or some such amount the 
bankers or other lenders may go ahead and make those loans. And the 
Federal Housing Administration, when it approves a lender of that 
kind, will guarantee that lender against loss in making those loans up 
to a total of the lender’s portfolio or some limit for each lender, I don’t 
recall offhand what that is. But my aiey 2 is that the banks are 
accustomed to making loans and analyzing the condition of the bor- 
rower, that they could be given the same standards with respect to 
what the governmental agencies expect as an individual employed by 
the agency. 

Mr. Norreuu. Would the loans be secured or unsecured? 

Mr. Leepy. I would say that these loans ought to be on a secured 
basis to whatever extend that can be done without-—— 

Mr. Norre.t. First priority or first security? 

Mr. Leepy. If that is possible; yes. 

Mr. Norre ut. If not possible? 

Mr. Leepy. If not possible any other way that it can be done. 

Mr. Norre.u. Any way that it is possible? 

Mr. Leepy. Yes. But I don’t believe you want to attempt to 
rehabilitate a borrower and so tie him up that he is going to be crippled 
as a result of the loan. But whatever is the reasonable requirements 
I would say that that ought to be the standard. 

Mr. Norretu. Let’s get on to this matter of loans for rehabilitation 
that you mentioned. 

Mr. Leepy. Yes. 

Mr. Norre.t. In making industrial loans what would be your 
ceiling there, according to your recommendations? 

Mr. Leepy. We made no ceiling. We made no recommendations 
as to the ceiling. 

Mr. Norreti. Would you recommend industrial rehabilitation on 
the same basis for any claimant? Would there be any difference in 
amounts? Should a man that has lost $100 be rehabilitated to the 
extent of $100 and a man who has lost $5,000 be rehabilitated to the 
same extent? What is the recommendation of the Committee on that? 

Mr. Leepy. In the business and industrial loans I think the Com- 
mittee is thinking on something along these lines. Those concerns 
usually have some size and are incorporated. Let the RFC or some 
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other appropriate agency purchase preferred stock to provide them 
with their needed capital. Then after that has been done they should 
be fairly good credit risks, certainly a different sort of risk than they 
were before the preferred stock was issued. Then the commercial 
banks might possibly do the financing, if necessary, with a guaranty in 
part of the loans that they make. 

Mr. Norre.u. Can we sum this up by making the statement that 
your recommendations are limited largely to the loans and insurance 
features of the program? 

Mr. Leepy. Yes, Mr. Chairman. First the insurance, next the 
loans, the other the additional financing by way of preferred stock, 
then the matter of providing additional facilities for getting the 
loans made. 

Mr. Norretu. Does that cover indemnities and grants? 

Mr. Lerpy. It really does not go into that matter. 

Mr. Norretu. It does not cover that matter? 

Mr. Lerpy. No, sir. 

Mr. Norretu. Mr. Whitten? 

Mr. Wuirren. All these recommendations that you have for the 
Federal Government, Mr. Leedy—— 

Mr. Lerpy. How is that, Mr. Whitten? 

Mr. Wuirren. Your recommendations I noted here were all 
directed to the Federal Government. What were your recommenda- 
tions to the State governments? Did you cover that? 

Mr. Lenpy. No. The State governments are not set up to make 
loans. I don’t know of any State programs, as a matter of fact, in 
which the States are providing any —— 

Mr. Wuirrten. I didn’t mean the fields that you cover there. I 
mean the other fields. Did you make any recommendations as to 
what they should do? 

Mr. Lerpy. No, Mr. Whitten; this is the extent of our survey. 

Mr. Wuirren. It was brought out earlier that two or three of the 
cities in Kansas, because of the State law, could not meet the require- 
ment of the Federal Government in relocating and building up areas 
and setting up subdivisions and things of that sort. 1 wonder if your 
Committeee recommended any changes in that law so that those 
cities could get in on that? 

Mr. Lerpy. It did not. 

Mr. Wuirren. I noted your statement there, and it strikes me that 
what you folks advocate—and I think very wisely—is a program of 
rehabilitation. Is that your thinking? 

Mr. Lewpy. That is right, Mr. Whitten. 

Mr. Wuirten. In other words, you are more interested in helping 
the people to get reestablished and relocated in the future than for 
the Federal Government to give a man about one-fifth of his losses 
and let him take his check and perhaps move away. 

Mr. Leepy. That wasn’t within the series of requests that were 
made to the committee. We had only this question of quickly 
rehabilitating. 

Mr. Wuirren. As a matter of fact, rehabilitation is the best thing 
that can be done for areas that have suffered this great tragedy. 

Mr. Lerpy. It is going to have to be done: yes. 

Mr. Wuirren. And that is what we should primarily interest 
ourselves in doing; is it not? 
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Mr. Leepy. I don’t say primarily—— 

Mr. Wurrtren. The reason I ask that, quite frankly, is this: One of 
the recommendations here is for indemnification without regard to 
need of the ple who have suffered losses. And when people in 
other parts of the country hear that such a recommendation is before 
Congress they say, ‘‘What about our section? We had such and 
such.” The flood may not have been as big, but the man lost every- 
thing he had, so he suffered as much as any other individual. 

Mr. Leepy. Yes. 

Mr. Wuirten.. Of course there is nothing in the law to do that. We 
have no authority to do it. I want to find out if in your belief it isn’t 
better to attempt to reestablish yourselves and give the assistance 
that is vitally needed, than to have the Government move in and pay 
the man for what he has lost, whether he needs it or not. 

Mr. Leepy. Mr. Whitten, I don’t want to speak on behalf of this 
committee with respect to that. My own views are these, that this 
job of rehabilitation through loans, preferred stock, or other financing 
arrangements cannot be done completely or effectively without 
something in the way of aid. You will have a lot of people that will 
not be credit risks at all. 

Mr. Wuirtren. I am not arguing with that. I am just trying to 
get you to state what you believe in. 

Mr. Lexepy. Yes. I think you have got to restore something that 
they have lost before you can start building in the way of loans; just 
piling up additional debt with these isn’t going to get the job done for 
them. 

Mr. Wuirren. Do you believe that the Federal Government 


should become the absolute guarantor for anything that happens in 
the United States? This act says that this applies where the President 
has declared an emergency. The language is this: 


for rehabilitation and relief in areas declared by the President during July and 
August 1951 to b> disaster areas. 


Now you think we ought to do this by general act, so that the fellow 
who suffers the same thing elsewhere would be entitled to the same 
thing, or would you say it was strictly local? 

Mr. Leepy. No, I don’t say that it is local at all. 

Mr. Wuirren. I am talking about paying a man for what he has 
lost. I am agreeing with you that we ought to render every help 
for the future. But is it your conception of Government that it 
should call in everybody. that has lost anything and pay them even 
though there was no contract? Or should the Government lend itself 
to making funds available through loans to help them to come back? 
Which course do you believe in? In the first place we haven’t got 
any authority for the first. 

Mr. Leepy. Well, I don’t subscribe to the view that because 
people have suffered losses that the Government ought to go in and 
reimburse them completely. 

Mr. Wuirten. How far do you go? Fifty percent, 60 percent? 

Mr. Leepy. Let me express my view. Maybe it is colored by me 
being very close to this situation. In the first place, as I understand 
it, what has been proposed here is a rather limited indemnity for 
flood victims and based on needs. 
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Mr. Wuitren. Well, I would like to correct you on that. There 
is no need qualification in the suggestion. It says first that up to 
$20,000 you treat them all alike; secondly, that of $20,000 the Govern- 
ment would pay not to exceed 80 percent. Now that is in the pro- 
posed language and, so far as the present law is concerned, this appro- 
priations committee has no authority for that. 

Mr. Lerpy. Well, I don’t know what the legal situation is, Mr. 
Whitten. But here is my view—I say it is based on need. I do that 
for the reason that I have heard Colonel Howse out in our community 
explain this program. 

Mr. Wuirrten. I want to protect Colonel Howse. He has told this 
committee that if he were to head this operation he would want some 
limitations on it. 

Mr. Leepy. Yes. As I say, based on needs and indemnification for 
a part of the loss 

Mr. Wuirren. Now this insurance—let me interrupt you. This 
insurance program that you think of going into, have you had any 
experience in the field of insurance? 

Mr. Lerpy. I have beught insurance. 

Mr. Wuirten. I mean in the operation of insurance companies. 

Mr. Leepy. No; I haven’t. 

Mr. Wuirten. Now if you are going to get the Government into 
a policy of indemnifying a man for what he has lost and you are going 
to set that up as a precedent, why do you need any insurance? 

Mr. Legpy. I am not proposing that. 

Mr. Wuirten. If the Government is going to do that, you are 
committing yourself for a loss sustained. If the Government is going 
to do it you don’t need insurance companies, do you? It is going 
to be the Government to start with. 

Mr. Leepy. I would think it would have to be that to start with. 

Mr. WuirteEn. It is too expensive for a private company? 

Mr. Leepy. Yes. 

Mr. Wuirren. But it wouldn’t be too expensive for the Federal 
Government? 

Mr. Lreepy. We had the war damage insurance in the last war. 

Mr. Warrren. Luckily we didn’t have any war over here. 

Mr. Legpy. Yes. But if we did I think the victims would be 
entitled to have some recompensation. 

Mr. Wuirten. Don’t you think you ought to write this law in 
advance and then apply it? 

Mr. Lespy. I agree with that. The fact that it wasn’t done 
earlier, however, doesn’t seem to answer the whole problem. 

Mr. WuirtteEN. Have you got any idea of what the national flood 
damage is? 

Mr. Lrepy. I have never had any occasion to go into it. 

Mr. Wuirren. Frankly, I am for using the lending authority of 
the Government if it will help the people to come back. I am for 
that. But I can’t see how the Government can indemnify—I believe 
it is in violation of the constitution of your respective States. I 
come from Mississippi. In the reconstruction days some people 
came down there—and some joined them—and issued checks on the 
State to their friends, and it was the werst thing possible. As I 
understand it, you prohibit such a thing from happening in your 
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respective States, and I think it is a sound prohibition. But be that 
as it may, we have no authority here for the Federal Government to 
do it, and I take the position that, before we get into such a plan as 
that, the proper legislative committee should make a thorough investi- 
gation of it to see where it will lead us in the future. 

I wanted to get that straight. 

Mr. Leepy. Yes. 

Mr. Wuirren. Now back to the insurance. I own a small farm 
down in my State and I have a creek that runs through it. And 
every year it caves off a bank. And that is gradually destroying the 
farm. Would that come under this insurance? 

Mr. Lerpy. I wouldn’t think so. 

Mr. Wuirren. Well, if a house is on the bank and it caved off, 
would that be covered by your insurance? 

Mr. Leepy. Perhaps—— 

Mr. Wuirren. And I have some other land where the water washes 
the topsoil off. Would that be covered? 

Mr. Leepy. I think the coverage of your flood insurance would 
require some considerable study to determine what exactly the risks 
are that ought to be covered. 

Mr. Wuirten. I am just trying to get you to have some realiza- 
tion—— 

Mr. Leepy. I am not advocating any grab bag. I would oppose 
that just as strongly as anyone. But I think with us in this par- 
ticular situation we have got a problem that perhaps has never arisen 
before and it is doubtful whether it will occur again. And we haven’t 
had any way to protect the people in this great industrial area that 
has been built up there at Kansas City against floods, because there 
is no insurance that is available. 

Mr. Wuirren. Let me interrupt you there. Aren’t we going at 
this backward? You are advocating letting the flood happen and 
some insurance plan to pay for the losses. Isn’t it the smart thing 
to try to keep it from happening? Insurance doesn’t keep it from 
happening. It pays after it happens. Isn’t it better to give you 
some protection from floods? 

Mr. Lerpy. You are exactly right, but we can’t get that perhaps 
for 5 years. What in the meantime are we to do? My feeling is 
that if we can’t get that area rehabilitated just by a series of loans we 
have got to come in with something in the nature of indemnity pay- 
ments based on needs if the job is effectively to get done. That is 
my feeling here. 

Let me say this, Mr. Whitten. Kansas City—that industrial area 
has grown up behind levees there that the Army engineers have 
built. And the Federal Government, as I understand it, is pretty 
much preoccupied completely with this matter of flood control for 
that area. Congress has spent, I dare say, hundreds of millions of 
dollars in the Mississippi and Missouri Valleys. And the industries 
that have build up there at Kansas City in those industrial areas, it 
seems to me, obviously have done so with some feeling of security 
against that area being flooded as it has been flooded. 

Now this catastrophe occurs. If we had the foresight we would 
have provided of course adequate measures against that kind of a 
flood to begin with. But that hasn’t been done. Everyone hopes 
that it will be done and done as promptly as possible. But in the 
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meantime the feeling is in order for that area to be rehabilitated the 
job should be done so that it can make the contribution that it ought 
to make at this particular juncture in our national defense, that insur- 
ance of some type in that interval is going to be required and some 
series of indemnity payments based on need is necessary also in order 
for the job to get done. 

Mr. Wuirren. Now, Mr. Leedy, I hope that I can clarify my own 
position, because it isn’t easy when this kind of tragedy has happened 
for us to keep our balance and look at the ordinary operations of 
Government, and the position I am taking is not the popular one 
and won’t be accepted as such when these hearings are released. 

I have had some experience with crop insurance. I happen to 
head the committee that handles that. The law provids for it. 
That is the reason I was trying to lead you out as to what you were 
going to insure. You can readily see that you would have to limit 
it to the major things in the major areas. That is the way it was with 
crop insurance. But if you do that the only folks that will pay the 
premiums are the ones who are in danger, and the premiums will be 
so high that the others won’t take it. 

I want to point out the situation we have here. The testimony 
before this committee was that the RFC desires a disaster loan pro- 
gram and they can go almost all the way. And they have interviewed 
7,000 people with respect to getting them to accept a loan. And of 
the 7,000 they have had only 2,500 express any interest, and only 1,200 
have sent in applications, and they haven’t turned down more than 
34 out of 7,000 interviewed. The record shows that the Farmers 
Home Administration has authority to go lend a man the full amount 
for a house, and to get the land restored. All he has to do is sign a 
note. It shows that the Soil Conservation can get in there and pay 
up to 80 percent of the cost of restoring the land. The Administrator 
here says that they have money up to a billion dollars that can be 
used to get new areas into development, and they can get up to one-half 
billion dollars to get new locations if needed. He says that they can 
give 100 percent guaranties to those who want to build new houses, 
and can make funds available for housing units, and that they are 
doing it. The Farmers Home Administration hasn’t turned down a 
single applicant, so they tell us. With all of these things it strikes 
me that indemnification is not the course for us to follow in trying to 
help vou folks get reestablished. The Corps of Engineers have a free . 
hand to go help dredge out and clear out these streams that cause you 
to have small floods. The States may be limited now, but they need 
not continue to be so. 

It seems to me that we have ample authority in the Government 
to go ahead and help you folks rebabilitate yourselves. But you come 
in here with the concept that we should just issue a Government check 
to replace your loss or part of your loss. If you are interested in this 
area and the Government is interested in getting your productivity 
back, isn’t it better to give a man a loan on given terms and condi- 
tions so that he can get started on rehabilitation, than to just give 
him a check and, as I said a moment ago, let him do what he wants to 
with it? 

I voted against the British loan on the theory that we were giving 
them the money and letting them do anything with it. I thought we 
ought to give them the credit so that we rns control it. 
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Don’t you think we should give you such terms as would lead to the 
restoration of the area rather than giving Mr. Howse $400,000,000 to 
~ bon he wants to with? I don’t mean that he wouldn’t do the best 

e could. 

Mr. Leepy. Let me say this. In this committee that I referred to 
the local manager of the RFC is a member. He has opened these 
emergency offices throughout Kansas, and they have done a fine job, 
I think, within the limits of the restrictions they operate under. What 
I was going to say about the local RFC manager is this. He expressed 
the opinion that the loans would increase enormously if an indemnity 
program were provided, that as things stand these people are not 
willing to pile debt on debt, and any loan to them would perhaps be in 
the nature of a grant if it were made without consideration of the 
credit risks. He made very specifically the statement that lending 
activity would increase enormously if there was some cushion put under 
the borrowers in the way of some indemnity. 

Now a lot of these householders 

Mr. Wuirten. Now this matter of indemnity to me is a principle. 
If it is a violation of sound principles of government, a 50 percent 
indemnity is no different from a hundred percent. 

There is no authority for this Appropriations Committee to grant 
it—there just isn’t any. But I do want to point out why it is neces- 
sary, if you are going to make a change in the law, that a proper legis- 
lative committee ought to study it. Mr. Howse is a Kansan and a 
cee man. He would go out there and try to handle pereate on the 

asis of need. He wouldn’t be interested in whether you were a 
Democrat or a Republican. But if you start that as a principal of 
government, who is going to succeed Mr. Howse? And when a new 
Congress is elected you don’t know what might happen. 

We can’t change it in this Appropriations Committee, but you see 
why there should be a long and careful study made by a legislative 
committee before we get into this subject. On the other hand, we 
want to help you as much as we can, based on what you want to do 
now. We are going to help you do it, and we don’t want any security 
except your own word, and we want to go the limit in helping you. 
But we can’t as a matter of government just give you a check for 
what you say you have lost. 

Mr. Leepy. Let me make this further observation. In this flood 
area—Armourdale, for instance—many of those houses have been 
completely swept away. Those wage earners are left with an unpaid 
mortgage on their hands. They are in no position to go out and 
buy another house and incur another mortgage and attempt to pay 
for a dead horse that is on their hands. 

Mr. Warrren. You don’t know any way that we can go in there 
and accept the duty except through bankruptcy, do you? Would 
you have us pay the man who lost in the first instance? 

Mr. Lerpy. My feeling is that a plan of indemnity will fill a gap 
here that really should have been taken care of. As you suggest, if 
we had had the necessary flood protection it would have never have 
happened. But pending that, if we had had some principle of flood 
insurance that man would have been able to protect himself. He has 
protected himself in most other cases. 





i in kl ln ion ate Oe 6 Cee 





249 


Mr. Wuirren. You say he could have protected himself. Who 
would take msurance for floods? I am talking about the entire 
Nation. It Would be the man who is in danger of floods, wouldn’t it? 

Mr. Lexpy. Yes. 

Mr. Wurrren. The man who lives on top of Stone Mountain in 
Chattanooga would not be interested in it. We had experience for 
6 or 7 years trying to make crop insurance work, and we couldn’t do 
it for that reason. The only man who would take flood insurance 
would be the man at the danger point and under threat of the flood. 
It is just like trying to set up an insurance policy on cancer and limit- 
ing it to those who already have it. The premium would be so high 
that it wouldn’t be practical. And that is the trouble with flood 
insurance. If you are going to try to make it solvent and workable, 
the average fellow would rather take his risk than be in it. 

Mr. Lzexpy. Let me comment on that by saying this. Some insur- 
ance people out our way have been giving some study to a plan of 
insurance protection through private companies with some assistance, 
certainly, to start with on the part of the Federal Government. What 
they are thinking of is not some separate flood insurance that a man 
can take or leave as he pleases but an over-all comprehensive cover- 
age just like you buy comprehensive coverage for fire insurance, wind- 
storm and tornado. It is all there, the risk is spread all over the 
—!: The areas that are subject to flood, they are behind a little 
there, but they are contributing to a stable economy throughout the 
country wherever that sort of a disaster can occur. 

Mr. Wurrren. Well, the appropriate legislative committee can look 
into that—and it is certainly worthy of study. But we are an appro- 
priations committee, and you can appreciate our limitation. I still 
believe it would be better to stop floods rather than paying for losses. 

Mr. Norretu. Mr. Clevenger of Ohio. 

Mr. CLevencer. Would you advocate relief from taxes to aid these 
people during such a time as they might need to become whole? 
Would you not think that would be a great help to them if they had 
some tax relief from this unusual loss? Here is the idea. If they get 
started back under the present law and they maké a little money, fit 
is a small corporation or a fair-sized corporation 52% percent of it is 
going to go. Now which would be the cheapest for the Government, 
to have these people restored in their earning and become solvent 
taxpayers again, or not to give them the tax relief and make them 
pay through the nose at a time when they need it so bad to restore 
the capital structure? 

Mr. Leepy. Mr. Clevenger, my view is that it would be more 
equitable to deal with it ll some indemnity payments rather 
than through tax relief. As I understand it, the largest and strongest 
corporations are going to shift their losses to a considerable extent 
to the Federal Government through tax deductions. They help 
themselves to indemnity. Now other little concerns are not in such 
a favorable tax position. They may have very little taxes to pay. 
They couldn’t absorb very much of it in the way of a loss through a 
tax moratorium. So my feeling is that for purposes of equality and 
fairness from individual to individual that some program of indemnity 
is preferable to some tax relief. 
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Mr. Cievencer. There is something else that occurs to me. I 
happened to see Armourdale in pretty near as much water in 1903 as 
it was this time. I wasn’t very old then, but I remember it. I was 
a resident of southern Iowa. e haven’t heard anything about the 
responsibility of Kansas City, Kans. or Kansas City, Mo. on proper 
zoning to keep these poor devils from relocating down there in the 
bottom of the Missouri River. It has no other place to go when high 
water comes. 

I was interested in hearing about 2,500 permanent houses that the 
housing committee is considering. I hope we do not take any Federal 
money and rebuild them down there. These people should be trans- 
ferred above the high-water mark. We probably won’t have this for 
5 years, but the story of the Missouri is that it goes off on a tear, a 
real ripsnorter, about every 50 years, and in between a couple of lesser 
ones. But the history of it is that it does not repeat quickly. But 
you might have about 5 years to recoup. That would be the law of 
averages, I think you will admit, of the river, but we have not yet 
seen where counties and municipalities will step up here so far as the 
testimony is concerned—we have not had much of it—that zoning 
commissions and city commissions are really working on this thing 
and not allowing those people to go down there and rebuild in that 
area. 

Now if the railroads want to stay down there, that is their outlook. 
Or the packing houses. I do not know if the Army engineers through 
dikes around Armourdale can help the packing houses or not. The 
Missouri River does not have much respect for area when it starts, 
and it does not have much respect for cement walls. It is a challenge, 
as I said before, for the best engineers in the world. 

You have got » other situation like that in Pittsburgh where three 
rivers meet, and what they call the Golden Triangle encroaches upon 
the capacity of the shore where it is formed by the Allegany, the 
Monongahela and the Ohio to take the floodwaters away. 

Kansas City will always have a bottleneck. You may live there 
25 years and wish you lived elsewhere. But you will still have people 
that want to go back and rebuild. But they should not. And 
incidentally that is one of the activities on which.I have heard no 
testimony. And no plan has yet been submitted to this committee 
that the zoning committees or the people responsible for it have done 
anything about it. 

Mr. Lerpy. I do not speak for the municipalities. 

Mr. CLevencer. Mr. Whitten has covered this other situation. I 
cannot add anything to that, to be perfectly frank and honest with 
er All of us want to help. In my area we have tremendous floods, 

fe had a flood fully as big in 1913 and we absorbed the losses. Indi- 
ana has had tremendous floods. Cincinnati and Covington have had 
them. But if we enact this bill without anv limitations or control 
God alone knows where we are going. As Mr. Whitten says, even 
if we had the authority to do it it should not be done that way, because 
you get to the point where if a hen does not hatch they want a flock 
of chickens from the Government. 

You do not have to tell me anything about this. I grew up in 
Towa and I have been out there at. the headwaters of the Chariton and 
the Grand. And every little creek can become bigger than the Mis- 
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souri overnight. And yet the Upper Missouri that you hear about 
hasn’t got enough stream to fill one of these big dams in 2 years. 

Mr. . EEDY. What is needed, Mr. Clevenger, is some flood control, 
isn t 1t! 

Mr. Cievencer. Certainly. And no stream in the world, in my 
opinion, unless it is the Yangzte in China, is like the Missouri. It is 
going to challenge the best engineers in the world to harness it from 
me ng # 

Mr. Leepy. It certainly does that. 

Mr. Cievencer. It has for centuries. You have seen pictures of 
how it changes its course down there in that alluvial area. It will 
do it down in Mr. Cannon’s area. If it decides to change its course 
it is a challenge. 

But it is a staggering problem that is given to us to do this thing 
even if we could do tt, which we cannot. It puts us in an awfully hot 
spot, there isn’t anything but criticism coming to us, and there isn’t 
a man here that won’t stand up and do his duty. You have got the 
best men in Congress next to me on this committee. 

Mr. Lerpy. I don’t have any doubt of that. 

Mr. CLEVENGER. I am not speaking for myself but my associates. 
I know them. 

Mr. Lerepy. Being from Missouri and being proud of the chairman 
of the Appropriations Committee I can subscribe certainly to what 
you say. 

I want to make my position clear, Mr. Clevenger. I am not advo- 
cating a program of Federal grants for any purpose. But in this 
situation we have got a condition that confronts us. We can’t restore 
the economy there as it should be restored at this critical juncture in 
our national existence in my opinion without some plan of indemnity. 
You can have loans and it doesn’t make any difference what the 
amount is that is provided, without that I don’t think the job is going 
to get done. 

Mr. CievenGcer. I just came home from my district. We sat 
here 8 months without a chance to go home. I will say it again, that 
the people at home were shocked. We cannot have the representative 
government that the people believe in with enough strength to sustain 
this Nation—TI have seen most of the European governments at first 
hand, and I know it is the greatest system of government in the world, 
and we cannot hold it together if we do not have some moral cement 
that the people back home have confidence in. And I just do not 
want to open up another Pandora’s box where friends can be rewarded 
and enemies punished. 

Mr. Leepy. I agree with you 100 percent on that, certainly. 

Mr. CLevenGer. We cannot stand any more monkey business with 
the moral fiber of our Government. It has got to get on a new 
principle, or the people back home will lose faith in it. And as I 
said the other day that will bring Kansas and Missouri back for the 
men and women who live in it. And the man that seijls them short 
is foolish. They will bring it back if you will give them half a chance. 
I think Mr. Whitten had a good point. Many of them are sitting 
and waiting for the Government to do it. That was not the way 
their granddads did it. 

Mr. Lerepy. As I said before, I am not urging any program of grab 
bag from the Federal Government. All of that is as important to 
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me as it is to-you. But I do say in the situation that we have out 
there and for the reasons that I have already outlined I think a modest 
program of some limited indemnities is not only advisable but required. 

r. CLEVENGER. I would like to see it come through these exist- 
ing agencies, I should not like to create another one. This thing 
has no metes or bounds. It has no landmarks to limit it or where 
it goes. 

Mr. Leepy. I think Congress should put in some landmarks. 

Mr. CLEveNGER. We cannot. We are not a legislative committee. 
You know the old rule down here. You are subject to a point of order 
if you bring legislation down on an appropriations committee unless 
a ruling could be obtained that they would waive all their rights, which 
is not likely. And there are a lot of good ideas nipped in the bud and 
ne frost gets them right down here in the House. It happens every 

ay. 

Mr, Norreutu. Mr. Leedy, we appreciate very much your appear- 
ance here this morning and the evidence you have given us. And I 
assure you that your contribution has been great and will be very 
helpful to us. 


AFTER RECESS 


Mr. Norretu. The committee will come to order. I note that 
there is a quorum present. 

We all know that the State of Kansas is a very great State, one of 
the outstanding States of the Union. We all believe that any man 
elected to the high office of governor has been born of American patri- 
otism, rocked in the cradle of American traditions, schooled in and a 
graduate of American philosophy and is, in fact, a true and tried 
American statesman. 

The committee is glad to have with us today Governor Arn, of 
Kansas. The committee will be glad to receive, Governor, any 
statement you care to make to us. 

Governor Arn. Thank you, Mr. Chairman, and gentlemen of the 
committee. I appreciate those kind remarks and the tribute to my 
State of Kansas. 

I have no prepared statement, but I assume the committee has re- 
ceived copies of a report in the nature of a letter dated September 6, 
1951, which I sent to Colonel Howse, of the Office of Defense Mobliza- 
tion. I sent a number of copies to him, I assume for the purpose of 
making them available to you. Here is one copy, which I will leave 
to identify it. 

(The letter referred to is as follows:) 

State or Kansas, 


OFFICE OF THE GOVERNOR, 


Topeka, September 6, 1951. 
Col. A. E. Howse, 


Personal Representative of the Director, 
Office of Defense Mobilization, Washington, D. C. 
Dear CoLonet Howse: Immediately upon receipt my Pe letter of August 30, 
1951, a meeting of the Kansas Federal-State Advisory Committee was called by 


Chairman Paul Wunsch for September 5. Due to rains this week many rivers 
were again at flood stage yesterday, thus preventing attendance by several 
members of the committee. In an all-day session this committee carefully 
considered the questions and requests submitted by your letter of August 30, 
and they have directed me to report their suggestions and recommendations to 
you. Please note that the subjects discussed by the committee correspond by 
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number to the numbered questions propounded in your letter. Their report. of 
comments and suggestions are as follows: 


I 


(a) Question.— Manner in which claims might be filed and paid in such ‘a pro- 
gram of indemnification. 

Recommendation.—Claims should be filed, processed, and paid by and through 
an established agency or agencies within the State. It was agreed this should be 
a local volunteer committee to act in an advisory capacity. 

(b) Question.— Manner in which claims might be related to assessed valuations 
and possible adjustment of assessing policies of the various political subdivisions 
of your State. : 

ecammendation.—As to real estate, actual loss should be determined by the 
assessed taxable valuation as adjusted in each county by the State commission 
of revenue and taxation assessed value ratio study. 

By this study the commission determined ‘the ratio of assessed value to actual 
sales value in each county by the use of actual sales prices. 

(c) Ouestion.—Manner in which indemnification might be related to need and 
might be applied to determine eligibility for claims. 

ecommendation.—The claims for indemnification for losses on homesteads, 
household golds, and small businesses where the claim does not exceed $10,000 
should not be based on the ability of the claimant to rehabilitate himself, but all 
other claims should be based on need. 

(d) Ouestion.—Suggested schedule of indemnification payments and recom- 
mendations as to maximum and minimum amounts. 

Recommendation.—This should be determined by the amount of money avail- 
able. If sufficient funds to pay all claims in full are not immediately available, 
the initial payment should not exceed 25 percent of the claim and further payments 
should not be made until the time for filing claims has expired and all claims have 
been processed. If the funds available are insufficient to pay all proved claims in 
full, the amount available should be prorated among the claimants in the propor- 
tion that their respective claims bears to the total of all claims. The amount of a 
minimum claim should be $100 and the maximum should be $20,000. 

(e) Ouestion.—Suggested schedule of claim discounts together with a suggested 
maximum amount. 

Recommendation.—There should be a discount of 20 percent on all claims and 
all other benefits received from any source should be deducted. 

(f) Ouestion Suggestion as to whether indemnification should include public 
property as well as private property. 

Recommendation.—Indemnification for loss of public property should not be 
included in this bill but should be taken care of in separate legislation. 

(g) Ouestion.—Suggestion as to control of expenditure of indemnification funds 
for rehabilitation purposes. 

Recommendation.—No serious restrictive controls of expenditure of indemni- 
fication funds should be imposed. 


GENERAL COMMENT 


It is the opinion of the committee that no discrimination be made as to classes 
of property in indemnifying losses, which means that inventories, household 
goods, and other personal property shall be included. 


Il 


(a) Question—Manner in which debt adjustment might be handled admin- 
stratively. 

Recommendation.—Debt adjustment should be handled by an existing agency 
or agencies within the State. 

(b) Ques'ion.—Suggested formula together with maximum or minimum amounts 
of adjustment. 

Recommendation.—If the indemnification to be paid to the debtor is to be used 
to replace or enhance the security, the creditor should not be paid anything, but 
if the indemnification is not to be used to replace or enhance the security, the 
creditor should be paid in the proportion that the amount of the debt owed to him 
béars to the total value of the property before its loss but in no case should the 
creditor be paid an amount greater than 50 percent of the indemnification payment 
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_ no such payment should be made to the creditor unless he agrees to cancel the 
ebt. 

(c) Question.—Suggested formula or ratio of assets and/or liabilities by which 
eligibility for debt adjustment is determined. 

Recommendation.—Suggested formula—Same percentage ratio as loss by flood 
to total assets. 


III 


(3) Question—We would appreciate your general comments concerning the 

rogram of liberal rehabilitation loans and any specific suggestions concerning 
at rate, term, eligibility of borrower, collateral requirement, and purpose 
of loan. % 

Recommendation.—We suggest long-term, low-interest loans with minimum 
collateral for the purpose of reestablishing a business or rebuilding or replacing 
homes or residential properties. 

(4) Questton.—Should financial assistance be provided for indiscriminate con- 
struction or for reconstruction in unprotected areas subject to recurrences of the 
flood disaster. 

Recommendation.—We believe indiscriminate construction or reconstruction in 
unprotected areas subject to recurrences of floods should be discouraged; but no 
set requirements or rules should be made. The advice and suggestions of local 
authorities charged with responsibilities of flood protection should guide its 
administration. 

(5) Question.—Concerning program of Federal flood insurance. 

Recommendation.—We suggest a program of voluntary flood insurance on a 
Nation-wide scale wherein the Federal Government participates only as a re- 
insurer; or a@ program of voluntary Federal flood insurance analagous to the 
existing Federal crop-insurance program. 

(6) Question.—Request for General Information. 

Recommendation.—With respect to a program of State and local participation 
in the rehabilitation effort there are serious constitutional difficulties which 
would be encountered. At the outset, it must be remembered that the State of 
Kansas cannot be a party in carrying on any work o° internal improvement 
except as far as State highways are concerned. No general property tax or bonds 
can be issued for highway purposes. Section 9 of article 11 of the Kansas 
Constitution reads as follows: 

“The State shall never be a party in carrying on any work of internal improve- 

ment except that it may adopt, construct, reconstruct, and maintain a State 
system of highways, but no general property tax shall ever be laid nor bonds 
issued by the State for such highways.” 
Under existing constitution provisions, the State of Kansas cannot incur any 
indebtedness for the purpose of defraying extraordinary expenses or making 
public improvements unless the law creating such debt would be submitted to a 
vote of the people at a general election and ratified by a majority of those voting. 
The applicable constitutional provisions are sections 6 and 7 of article 11 of the 
Kansas Constitution which read as follows: 

“For the purpose of defraying extraordinary expenses and making public 

improvements, the State may contract public debts; but such debts shall never, 
in the aggregate, exceed $1 million, except as hereinafter provided. Every such 
debt shall be authorized by law for some purpose specified therein, and the 
vote of a majority of all the members elected to each house, to be taken by the 
yeas and nays, shall be necessary to the passage of such law; and every such law 
shall provide for levying an annual tax sufficient to pay the annual interest of 
such debt, and the principal thereof, when it shall become due; and shall specifically 
appropriate the proceeds of such taxes to the payment of such principal and 
interest; and such appropriation shall not be repealed nor the taxes postponed or 
diminished, until the interest and principal of such debt shall have been wholly 
paid.” 
“No debt shall be contracted by the State except as herein provided, unless the 
proposed law for creating such debt shall first be submitted to a direct vote of the 
electors of the State at some general election; and if such proposed law shall be 
ratified by a majocity of all the votes cast at such general election, then it shall be 
the duty of the legislature next after such election to enact such law and create 
such debt, subject to all the provisions and restrictions provided in the preceding 
section of this article.” 

The State debt already incurred under these provisions of the constitution is in 
excess of $1,000,000 on account of extraordinary expenses incident to paying 
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soldiers’ compensation to veterans of World War I. Such State debt at this time 
is $3,250,000. The earliest time at which a law creating a debt in excess of 
$1,000,000 could be submitted to the voters would be in November 1952, as that 
is the date of the next general election. 

The foregoing is supported by the decision of the Kansas Supreme Court in the 
case of State ex rel. vy. Atherton (reported in 139 K. 197). In that ease, the court 
said at page 211: 

“There is, however, one infirmity in this statute not manifest on its face, which 
even the wayfaring man should understand when his attention is directed to it. 
For some reason which the court cannot discern, the litigants have seen fit to 
plead and admit that it is not in the case, but its gravity is so potent that the court 
must take judicial notice of it. It cannot be ignored. Under the section of the 
constitution which authorizes the State to incur an indebtedness to defray extra- 
ordinary expenses and make public improvements, it is provided that such in- 
debtedness shall never in the aggregate exceed $1,000,000 without an affirmative 
vote of the people. The State debt already incurred under this provision of the 
constitution is greatly in excess of that sum on account of the extraordinary 
expenses incident to paying the soldiers’ compensation authorized by the statutes 
of 1921 and 1923 cited above.”’ 

The State of Kansas may participate and is participating in the furnishing of 
aid to needy individuals who are flood victims, since it is expressly authorized to 
do so by section 4 of. article 7 of the Kansas Constitution, which reads as follows: 

“PARAGRAPH 4. The respective counties of the State shall provide, as may be 
prescribed by law, for those inhabitants who, by reason of age, infirmity, or other 
misfortune, may have claims upon the sympathy and aid of society: Provided, 
however, The State may participate financially in such aid and supervise and con- 
trol the administration thereof.” 

While the State of Kansas may furnish aid to such needy individuals, it or its 
political subdivisions do not have the power to grant public funds or public aid 
to purely private purposes where no need or indigency is shown. This was 
determined by the Kansas Supreme Court in the case of Central Branch U. P. R. 
Co. v. Smith (23 Kans. 745). That case was brought to test the constitutionality 
of a law enacted by the Kansas Legislature authorizing a township to take stock 
in and issue bonds to a manufacturing company, whose purpose, as expressed 
in its charter was ‘‘to purchase all needed lands, and to construct and maiatain 
a dam across the Big Blue River within 2 miles of Irving, and build and maintain 
mills and their machinery for manufacturing purposes.’”’ The court held the 
statute unconstitutional as authorizing public aid to purely private purposes. 
Paragraph 3 of the syllabus in that case reads as follows: ‘An attempted grant 
of public aid to an individual or a private corporation cannot be sustained, ualess, 
upon the face of the law or record, it appears that the grant is to subserve some 
publie purpose.” 

It has been requested that a statement be made as to the extent to which 
Kansas has been affected by this disaster and the action already taken and to be 
taken by the State and the cost thereof to the State in alleviating the effects of the 
disaster. The floods which reached their highest crest during the period of Julv 10 
to July 13 actually began when the heavy rains started to fall 60 days earlier in the 
basins and along upper tributaries of nearly every Kansas stream and river, includ- 
ing the Kansas, Shovels des Cygnes, Delaware, Wakarusa, Blue, Republican, 
Solomon, Saline, Smoky Hill, Arkansas, Neosho, Walnut, Cottonwood, and the 
Verdigris Rivers. Approximately 70 counties and 126 cities have been mate- 
rially affected and have received damage and loss to some degree. It is estimated 
total damage to community facilities of some 80 cities of Kansas worst hit by the 
ravaging floodwaters exceeds $33 million. The loss and damage suffered by the 
counties of the State consist mostly in loss to highways and bridges in the esti- 
mated sum $14% million. This includes approximately 700 bridge structures of 
varying sizes ‘and many miles of highways on the county and township road systems. 
It is also estimated school districts of the State have sustained permanent flood 
damage to their school buildings in the amount of one-half million dollars. By 
reason of washed-out and broken dikes and levees, various drainage districts and 
associations organized throughout the State for the protection of both public and 
private property have sustained substantial losses. Two of such districts (Fairfax 
drainage district and Kaw Valley drainage district of Wyandotte County, Kans.) 
claim to have sustained total loss of $3,150,000. For all of this loss and damage 
to the community facilities mentioned in this paragraph, allocatiors have been 
made by the Federal Government under Public Law 875 in the total amount 
of $6,933,500. Application has been made by the Governor to the President and 
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to the Housing and Home Finance Administration and the Community Facilities 
Service of the Federal Government for approximately $1114 million in addition to 
the aforesaid $6,933,500 already allocated. Whatever sum may be ultimately 
allocated under Public Law 875 for the restoration and temporary emergency 
repairs to such community facilities, it will in addition thereto take many millions 
of dollars as above indicated to permanently restore the community facilities of the 
various cities, counties, townships, school districts, and drainage districts—and 
that job will be done in due time by these local political subdivisions through local 
tax revenues. For example, the counties of Kansas have already spent, or obli- 
gated themselves to spend, $845,900 for the permanent reconstruction of roads and 
bridges on the FAS system. Also, cities and counties of Kansas since the July 
floods have requested emergency warrants from the State commission of revenue 
and taxation for flood relief rehabilitation in the sum of $878,418. 

The State of Kansas as a separate entity of government and as distinguished 
from its local political subdivisions has suffered substantial loss to buildings 
and property at the various educational, eleemosynary, and penal and correctional 
institutions. The 1951 Kansas Legislature established a $1 million emergency 
fund and the State has already expended one-third of this fund for immediate 
repairs to these institutions. It is estimated that the entire million-dollar fund 
(and perhaps more) will be consumed in making permanent repairs caused by 
flood damage to such institutions. In addition thereto, the State bas already 
expended approximately $200,000 to maintain some 2,100 to 3,000 men on National 
Guard duty for a 60-day period of patrol duty, rescue work, guard duty, and 
assistance in the sandbagging of dikes and levees. On September 4, with the 
further overflow of many Kansas streams and a threat of additional. serious 
floods, the National Guard was again alerted and many units called to duty. 
The result will be that appropriations made to operate the National Guard for a 
2-year period will be completely consumed within a period of a few months. 
Also during the period of the July floods and again on September 4, the trucks, 
equipment, and maintenance men of the State highway commission and the State 
highway patrol which is the Kansas State police organization, performed extra- 
time duty on similar missions at substantial extra cost to the State government. 
The State board of health at further substantial cost to the State government 
has provided inoculation against typhoid and carried out sanitation projects for 
the protection of the public health. The welfare needs in the State of Kansas 
have risen sharply as a result of the flood devastation, and although difficult 
to determine at this time, it is estimated that the increased welfare cost. to the 
State (in addition to any Federal participation) will amount to several million 
dollars. While it seems to be a trivial item by way of comparison, the. adminis- 
tration of the allocations to political subdivisions for temporary restoration of 
their community facilities under ublic Law 875 has required on behalf of the 
State government a large amount of auditing, bookkeeping, and investigation 
work which has, in effect, required the creation of a complete new department. of 
government which will be required to remain in operation the greater part of a 
year; and this expense is being borne by the State without request for any reim- 
bursement under Public Law 875. In fact, the State has made no requests and 
no application whatsoever for reimbursement under Public Law 875 for anv 
flood loss or damage sustained by the State itself as a separate entity of 
government. 

In addition to the items of loss and damage sustained by the State, as set forth 
in the preceding paragraph, the State highway system has sustained a loss_to 
roads and bridges (not county, townsftip, or secondary roads) in the minimum sum 
of $6,232,000. This is damage caused by floodwaters and is the sum required to 
replace the State highwav system in the same condition as it existed prior to the 
recent floods. This repair job will be done by the State. Of course if no Federal 
assistance is forthcoming through the Bureau of Public Roads, such repair job 
will have to be done in lieu of the currently planned new construction program, 
but it will be done from Kansas gasoline-tax funds. In fact the State of Kansas 
has already spent or obligated itself to spend $2,430,050 for repair and recon- 
struction of roads and bridges on the State highway system which were damaged 
or washed out by the recent floods. 

It has been requested that an estimate be made as to the physical damage to 
private property. This is extremely difficult and even impossible at this time. In 
this respect the estimates generally accepted are $1 billion as a physical property 
loss; however, that does not take into consideration the loss sustained by railroads 
and other transportation facilities, communication facilities, industrial plants, 
and small businesses being out of business for a period of 30 days or more. To 
say that the total loss to private property in the State of Kansas will approach 
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the $2 billion mark would appear to be a reasonable estimate. According to the 
American Red Cross, their registrations indicate that approximately 19,000 
families were made homeless (recent press reports say 20,000); and of course in 
addition thereto, there were many homes lost or damaged which the owners or 
occupants failed to register with the Red Cross. No reliable figures have as yet 
been submitted on the total number of businesses affected by the floodwaters nor 
the amount involved in their loss and damage. However, as heretofore stated, 
126 cities have been inundated to some degree. For example, in the city of 
Manhattan, the entire business district of approximately 18 square blocks was 
inundated; the entire business section in Marion, Florence, Strong City, North 
Topeka, Iola, and Ottawa was inundated. All of the business district in the north 
part of the city of Lawrence was inundated and the business area in Armourdale 
and Argentine district of Kansas City, Kans., was not only inundated but was 
mostly washed away. The business sections of dozens of other smaller cities such 
as ‘Tescott, Enterprise, Neosho Rapids, Neosho Falls, and Perry were completely 
inundated. : 

From a report issued by the State department of Agriculture, 20,248 farms 
comprising 2,886,275 acres were damaged by flood. Other items of damage to 
farms and farm property indicated by the report are as follows: 


Farm buildings, farm machinery, and equipment, including fences__ $18, 380, 269 


Crops lost - seu wc -.i. 84,464,068 
Farm livestock lost _ - e 829, 793 


Grain and roughage in storage IRONS AERATOR a 2, 674, 329 


Total farm loss by reason of flood E 76, 338, 477 


The American Red Cross has furnished a report as of September 1, 1951, copy 
of which is attached hereto as exhibit A. The Red Cross has done an excellent 
job of assisting the cases of need but there is a great gap between the cases where 
the Red Cross renders assistance and those which are not completely destitute 
but which are definitely in need of rehsbilitation. << any such e*ses come to 
light day by day in counties and communities where the Red Cross has completed 
its work and closed its files. - 

The 1951 Kansas Legislature made available $1,180,000 for civilian defense 
and the Office of Civilian Defense and its component organizations throughout 
the State did a remarkable job of aiding the flood-devastated areas. A report 
from the Office of Civilian Defense which is self-explanatory is attached hereto 
as exhibit B. 

It has been requested that some estimate be made on a comparative basis with 
previous periods of last year showing the effect of the flood upon Kansas’ tax 
revenues. This is impossible with reference to income-tax collections, property 
tax collections, and personal tax collections because delinquencies in these re- 
spects will not be shown until next year. 

Sales tax revenues for January through June of 1951 were substantially in- 
creased each month over the similar period for 1950. The floods came during 
the month of July, the peak crest occurring at about July 10 to July 14, and we 
have just now obtained the figures for sales-tax revenue for the month of July 
1951 which is reported in August. This revenue compares with the similar 
month of 1950 as follows: 


July 1950—sales reported in August------.------------------ $3, 353, 284. 87 
July 1951—-sales reported in August 2, 916, 234. 29 


This represents a decrease of $437,050.58 (over 13 percent) for July 1951 as 
compared to July 1950 in the face of substantial increases for all previous months. 

You also requested figures concerning the effect of the flood upon unemploy- 
ment compensation claims. During the week before the flood, 1,000 such claims 
were filed in Kansas City and 391 filed in Topeka. During the week after the 
flood, 10,492 claims were filed in Kansas City and 2,107 in the city of Topeka. 
Over the State as a whole, the following table of figures with reference to un- 
employment compensation claims is self-explanatory: 





Number of Amounts of 
payments payments 
1951— May 
June... 
July : 
August ___. tess _ | 21, 435 





$227, 408 
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The State degectepent of unemployment compensation estimates that, due to 
the July 1951 floods, unemployment compensation payments totaling $320,000 
will be made over and above the normal payments which would have been pai 
in the absence of the flood. 

It was the consensus of opinion as expressed by the committee that immedi- 
ate action should be taken by Congress to make money available for the purpose 
of rehabilitating farm areas and all other aspects of flood loss and Congress was 
waged to immediately consider and enact the necessary legislation without delay. 

he above concludes recommendations and suggestions of the committee wit): 
reference to the questions propounded by your letter of August 30. I would like 
to convey to you and the Congress what I believe to be the thinking of the people 
of this State. 

Quite frankly, the people of Kansas do look to the Federal Government for aid 
and assistance in this greatest catastrophe of our State’s history. The question 
might arise then as to why the people of a sovereign State would expect such 
assistance from their National Government. This disaster was one of national 
scope—and the Federal authorities in the Congress and elsewhere seem to agree 
that it is. The rains fell over several States without regard to State lines—the 
interstate streams and their tributaries crossed State boundaries without regard 
to State sovereignty. Kansas’ political subdivisions had built up their community 
facilities, schools, roads, highways, and bridges with tax revenues over a period 
of many years, only to have them completely washed away in 3 days’ time. No 
State or community of any State could cope with that sort of sudden blow with 
its own tax revenues. Then during the weeks following this worst disaster in all 
Kansas history, a very encouraging picture was painted by the Federal Govern- 
ment with reference to the many and varied methods in which Federal agencies 
would be available to assist the flood victims and the flood-devastated areas. 
Meetings were held, assurances were given, pamphlets were issued with various 
titles such as “Federal Assistance Available and Where To Go To Get It.” Asa 
result, the a of the devastated area began to believe they would receive 
assistance similar to that which so many foreign countries had received from a 
benevolent United States Government. Now these people feel let down. 

It is not as though the citizens of Kansas, their State government, their local 
political subdivisions of government, their religious, civic, and patriotic organiza- 
tions had sat back and done nothing to help themselves in the alleviation of this 
disaster. Instantly, we might say overnight, these various organizations and 
thousands of individual citizens made their homes, church buildings, lodge build- 
ings, schools, and municipal auditoriums available for the housing and feeding of 
flood refugees. For the first several weeks following the flood, bedding, clothing, 
food, medical supplies, medical and nursing care were furnished; and after the 
immediate shock had spent its force and these refugees began going back to their 
flood-damaged homes, these same organizations and individuals began a long- 
range program of rehabilitation by furnishing household fixtures, furniture, ap- 
pliances, food, and clothing. This particular phase of rehabilitation carried out 
by such organizations and individuals has been, is being, and will be financed from 
their own private resources without the use of any public funds whatsoever and 
without any fanfare or publicity, and reflects the true spirit of Kansas people. All 
of this was in addition to the obligation and responsibility of the Red Cross and 
other organized, charitable associations. 

Then too, the people of Kansas realize that their local communities in order to 
maintain their community facilities are already suffering from local tax burdens 
just as is every other political subdivision of any other State. Due to results of 
inflation, local levies in cities, countics, and school districts have increased con- 
sistently for the past several years and substantial increases are in effect again 
thi. year. These people of Kansas also realize that approximately $500,000,000 

r year of direct taxes in one form or another goes to the Federal Government 
From the State of Kansas. These are some of the thoughts which prompt the 
average Kansas citizen to believe that while this catastrophe was perhaps felt 
more in the State of Kansas than any place else, it is a disaster of national scope 
which not only requires but ju: tifies Federal assistance. As has been shown in 
the foregoing paragraphs constituting the committee report, this disaster has 
been a great expense to the State government ar well as to its political subdivisions. 
The State government has done everything within its power to protect the safety, 
welfare, and public health of its people and of its political subdivisions of govern- 
ment. The State of Kansas has cooperated in every way possible with the Fed- 
eral Government and with the various Federal agencies and I pledge its further 
and continued cooperation to the fullest possible extent. 

Sincerely, 

Epwarp F,. Arn, 

Governor, State of Kansas. 
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Exursit A 


The American National Red patente file og report, Kansas Red Cross disaster 
relief Sept. 1, 1951 
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i Disaster operation completed. 


Exuisit B 
StaTe or Kansas 
OFFICE OF CIVIL DEFENSE 
Report to the Governor—Civil defense participation in the recent floods 


Mayor Richard Robe, who is in charge of the civil defense program for Eureka, 
received a call for boats to assist in rescue work at Cottonwood Falls, where the 
situation was very critical. Three civil defense volunteers proceeded by boat 
and were overturned by the swift current before they reached their objective. 
Two of these men, E. B. (Jack) Hawthorn and Gus Howard, lost their lives and 
the other, A. L. Smith, was miraculously saved. Mayor Robe and some 15 or 20 
volunteers proceeded by boat to the scene and helped in every way ponaiiie £ to aid 
flood victims at Cottonwood Falls. 

El Dorado: Donald Rayburn, civil defense director, and his group were very 
active in the flood area on the Cottonwood River which is approximtely 30 miles 
from El Dorado. They received a call for boats and in 1 hour had five rescue squads 
of five men each with boats and helped rescue flood-stranded citizens in Florence 
and Marion. After the water receded, they furnished 40 auxiliary policemen for 
police service and also assisted citizens in moving back. 

Johnson County Civil Defense, headed by Joe Hamm of Lenexa, sent out an 
appeal for boats to help evacuate people from Argentine district in neighboring 
Wyandotte County. More than a dozen boats, manned by volunteers, responded. 
Residents of Wilder, Holliday, and Kenneth were evacuated. When a water 
shortage developed, Hamm alerted all of his deputies to the task and in cooperation 
with Johnson Ooanty Health Department, distribution points were set up in 
Shawnee and Mission townships at 10 different places. 
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Thus, throughout the emergency, Johnson County continued to meet its needs 
while the two Kansas Citys were wrapped up in their own troubles. ‘‘Great help 
came to the civil defense in Johnson County’? Hamm said, “from the Olathe Air 
Station, where Dr. Carl P. Hungate, medical officer, was ready with any needed 
facilities there.” 

Herington civil defense patrol assisted local police in controlling traffic and 
keeping the streets open for removal of equipment and merchandise from the low 
area. preceding the flood. All available trucks were put into service to do the 
hauling to remove merchandise and household goods from the affected area. 

Bob Popkess of Sabetha spent a day driving through the streets of Sabetha 
with a loud speaker appealing for clothing and food for Topeka and Perry. The 
result was three truckloads of clothing, 125 dozen eggs, and large amounts of 
cabbage and potatoes delivered to Topeka and Perry. Popkess, along with Com- 
mander Branaun of the American Legion, and others left their businesses for several 
davs and devoted their entire time in collecting and delivering needed clothing 
and food to the cities of Perry and Toreka. Under their supervision, efter the 
flood receded, a number of persons proceeded to Perry to help clean up their 
homes and places of business. 

Newton: At the height of the flood in Florence, under the direction of W. J. 
Sage, chief warden of the Harvey County civil defense unit, the Red Cross and 
civil defense organizations were pressed into service collecting cots, blankets, 
milk and food for evacuees. They also procured a 100,000-gallon mobile tank 
to haul water to Florence. 

Mound Ridge: Civil defense organization procured approximately 100 cots and 
a large quantity of bedding and sent them to Florence. On Saturday, Sunday, 
and Monday, a large number of men and women went to Marion and Florence to 
help residents move their furniture and belongings out into their yards to dry. 
It is estimated that at least 200 persons volunteered in this service. 

MePherson: The following is quoted from correspondence received from Mr. 
Howard Renfro, McPherson County civil defense director: ‘‘Our civil defense 
transportation committee functioned quite well recently in transporting our 
National Guard to Marion to help in the flood.”’ 

Arkansas City: Twenty-seven civil defense auxiliary police patrolled the dikes 
at Arkansas City for 36 hours and sandbagged places where needed. 

Civil Defense Direetor W. D. Loeckart of Colony, Kans., headed a drive for 
clothing for flood victims of Iola. He procured a truckload of clothing and de- 
livered it to Iola. 

Wichita sent radio teams to Marion and Maize to assist people in those areas, 
and the transportation division of civil defense furnished trucks which were used 
in evacuating Wichitans from flood areas. 

Bennington: Dr. Charles C. Boyle, civil defense director, and his advisory 
council were very active for days in rescue work and all work in general pertaining 
to the flood in that city. 

Col. L. M. Hanna, civil defense director for Leavenworth, sent a group of his 
civil defense workers and boats in to rescue people from the flooded town of 
Lenape which is on the. Missouri River. 

Three civil defense committees, namely, Red Cross Welfare, Public Health, and 
Agricultural sections, are working on the rehabilitation program in Leavenworth 
County. Thev have provided clothing, shelter and food for refugees throughout 
the county and have succeeded in collecting and dispatching a large quantitv of 
clothing to Kansas City. They have set up a temporary shelter at Linwood and 
have furnished shelter and food accommodations for approximately 40 flood 
victims. 

At Lawrence, Norman W. Hoecker, chief of sircraft transportation for civil 
defense, succeeded in getting two planes out of the hangars before thev were sub- 
merged bv the flood. He flew one of these planes in rescue work for 5 or 6 davs 
during which time he assisted motor boat rescue parties in rescuing individuals. 

* He landed on the highway near Tonganoxie and picked up a woman who re- 
quired hospitalization at the Lawrence hospital for the delivery of her babv. He 
flew Colonel Kumpe over the ‘river and adiacent flood areas each morning for 
6 davs for the purpose of mapping the current and channels followed by the river 
at various stages, compiling information for the Government. He also picked up 
serum at Olathe Naval Air Station and flew it to several towns where it was needed 
and delivered radio equipment to Perry when other means failed. 

Wakeenev had a severe tornado a few weeks ago and all communications were 
cut off. Oakley responded immediately with their two-way radio and set up a 
communications system under the direction of H. J. Sloan, civil defense director 
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for Oakley. Several carloads of civil defense workers from Oakley went in to 
help with rescue and rehabilitation work. 

The city of Emporia had over 1,200 Santa Fe passengers who were stranded 
in Emporia for several days when trains were stalled by high water. R. T. 
Hereford, civil defense director, took charge and with the assistance of Red Cross 
and other local organizations, did a marvelous job of feeding and housing these 
people. 

Director Glen Nicholson at Chetopa and his entire committee were deputized 
by the sheriff of Labette County and served on guard and police duty directing 
traffic, ete., during the flood emergency. 

At Manhattan, Director R. G. Ball, who is a physician, offered the services 
of his civil defense organization but they were not called upon to assist. How- 
ever, he was very active himself in the emergency. 

Atchison, Baldwin, and Pittsburg Civil Defense organizations offered assist- 
ance to surrounding towns, but we have received no report to date. 

Six members of the Pratt volunteer fire department served as relief fire de- 
partment members in Great Bend during the flood. They were on duty 24 hours 
in order that the firemen in Great Bend could get much-needed rest. The Pratt 
Volunteer Fire Department is the training division for the Pratt County civil 
defense and plans are in the making for a county-wide fire prevention program. 

The civil defense organization at Edgerton sponsored a drive for food, clothing, 
and cash to aid in the disaster relief. “hey notified the people in their community 
of the urgent need on July 14 by telephone. The following day volunteer civil 
defense workers packed and delivered a large truckload of food and clothing and 
$100 in eash to the Salvation Army, 500 North Seventh Street, Kansas City, 
Kans. 

Eli Dahlin, civil defense director of Kansas City, Kans., anticipated the seri- 
ousness of the flood and set his program in operation before the high water 
reached Kansas City. He was on his way to Lawrence to make a civil defense 
speech and was stopped at Eudora by the Wakarusa River overflowing Highway 
No. 10. After taking one look at the high water, he realized what disaster con- 
fronted Argentine and Armourdale. Although the Army engineers still contended 
that the Argentine and Armourdale dikes would hold, Dahlin was sure they would 
not, and immediately telephoned a warning back to the Kansas City Police 
Department. 

Upon his return to Kansas City, he asked the acting mayor, Francis Blake, to 
request Governor Arn to send out the National Guard for service in Wyandotte 
County. He called a meeting of the city officials and a plan was set up whereby 
all industry in the affected area was warned and plans were made for blowing 
whistles to warn the people when they should evacuate. When it was evident 
that the dikes were about to break, the police were sent to warn and assist people 
infevacuating, and the water came so swiftly that they lost two of their police cars. 
M® When the sewers in Fairfax district blew up, the water started pouring in. 
This immediately threatened the Kansas City, Kans., light and water plant 
which made it necessary to throw up a dike approximately 500 feet long and 15 
feet high to protect this plant. A call was sent out immediately for volunteers 
and some 2,500 men with 500 trucks and a score of bulldozers and other earth- 
moving equipment went into action. The water was already entering this particu- 
lar area and they worked feverishly to keep ahead of it. They did a marvelous 
job and saved the water and light plant. 

During the flood there was a great hazard due to the fact that there were so 
many oil tanks in that area and the entire water surface was covered with oil. 
The civil defense organization checked every person entering the area and removed 
from their persons all matches and lighters to prevent fires. As soon as the water 
receded, strict control was maintained over the area and permission to enter 
was given only to those who had business there. All possible assistance was 
rendered in the clean-up that followed. 

The Red Cross, under the direction of Civil Defense Director Dahlin, took over 
the job of housing and feeding refugees, and for those who did not have private 
homes in which to stay, special provision was made in public buildings for housing 
and feeding. This work is still being carried on and will continue until all needs 
have been met. 

STanpisH Hau, State Director. 


Governor Arn. To supplement that, may I say that I greatly 
appreciate the opportunity- to appear before this committee today to 
tell you what I can about the greatest catastrophe that has ever 
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tate of Kansas. 

course, you cannot really appreciate the devastation without 
seeing it. A number of members of various committees of both the 
House and Senate have been able to view that devastation in the area 
of Kansas and Missouri. I would hope that some time this committee 
might be able to do that. I certainly invite you to come out there, 
if at all possible, so that you do get a first-hand picture of the entire 
area. 

As I say, you cannot really appreciate the extent of that devasta- 
tion without seeing it. 

The floods, as you know, in July, reached their crest from July 10 
to July 13. Of course, they actually began when the heavy rains 
started, some 60 days earlier, in the basins and along the upper 
tributaries of the various Kansas streams, the Kaw River, or the 
Kansas River, the Delaware, the Blue, the Saline, the Solomon, 
Republican, the Marais des Cygnes, which runs generally east and 
west and south of the Kansas iver, but empties into the Missouri. 
I think the name changes when it crosses the Kansas-Missouri line, 
and they call it the Osage in Missouri. Then there is the Arkansas 
and its tributaries, the Verdigris, the Cottonwood, the Neosho, and 
the Walnut. All of those streams were overflowing, and contributed 
to the great flood. 

All of the rain didn’t fall in Kansas by any means. It fell in 
Colorado, in Nebraska, and in States to the north. I believe I heard 

our colleague, Congressman Schwabe, say that in a town of Okla- 
oma, in his district, Miami, Okla., they had the greatest flood in 
history and not a drop of rain. 

So the devastation in Missouri, of course, came from water which 
fell in Kansas, and the devastation in Kansas came from water 
which fell there and in other States to the north and the west. 

I think that generally you all recognize, and I know the Members 
of the Congress, both Houses, who have been out there, and the 
Federal agencies, generally, recognize that this was a disaster of 
national scope. It affected in Kansas approximately 126 cities in 
varying degrees, and about 70 counties. Seriously affected were 
about 35 counties and 80 cities. 

About 20,000 homes were completely demolished, that is, either 
washed clear off their foundations or damaged beyond repair. Of 
course, many other residences were damaged so that they were 
uninhabitable, and the furniture, the household goods and the fix- 
tures, were lost. No estimate has been made of that, as far as I 
know, but it amounted to millions of dollars. 

Of course, it so happens that by the very nature of the area in the 
path of the flood, those areas were inhabited by people belonging to 
the laboring groups, who live down close to the industry and close to 
the river, so that many of them not only lost their homes and their 
clothes and their furniture and their fixtures, but their jobs as well. 

We have had a number of large industries, the Cudahy Packing Co. 
in Kansas City, the Morrell Packing Co. in Topeka, and other large 
industries, but industries smaller than those, just fold up and throw 
in the sponge and quit business; thereby: throwing many people out 
of employment. Then there are retail establishments which have quit 
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business and which had maybe just two or three employees. Those 
folks are out of a job. 

It is estimated that approximately 10,000 have lost their jobs, as 
well as sustaining other losses. For example, in Topeka, Morrell had 
1,200 employees, and something over 900 of them lived in North 
Topeka, which was in the flood devastated area. So, as to those 900, 
there is a picture of them losing their jobs, as well as their possessions. 

Now, I would like to give you just a very brief summary—and I 
will be as brief as I can, because I don’t want to impose upon the 
time of the committee—of the losses. 

In the case of the local public facilities—and when I say “local 
public facilities,’ I mean the community facilities of the local political 
subdivisions, the cities, counties, and so on, their water plants, storm 
sewers, sanitary sewers, sewage-disposal plants, water lines, and that 
sort of thing, the essential community facilities, essential to public 
health and welfare—a very conservative estimate is that the damage 
will be $35,000,000. That does not include the streets. It would 
include repairing a big hole in the street where it caved in, but not 
the over-all surfacing which was damaged to a great extent in every 
city which was inundated. 

The counties estimate their road and bridge damage at about 
$14,500,000. Over 700 bridges were lost in the State. 

Other county property, that is, other than roads and bridges, 
amounted to about $1,500,000. 

The drainage districts all over the State estimate about $5,000,000 
to their dikes and levees. 

We have a military establishment there at Fort-Riley, which I under- 
stand—and this is only hearsay from the commandant out there— 
estimates their damage at the Fort Riley Military Reserveration at 
$10,000,000. 

In the case of churches and hospitals, not public facilities, but just 
churches and hospitals, and agencies of that sort, the damage is esti- 
mated at about $1,250,000. 

Many acres of farm lands were damaged, of course, by sand de- 
posits, and then others had all of their topsoil washed off down to the 
hardpan. Then, of course, in some instances, farms were helped by 
reason of the flood, because a proper amount of silt and rich soil was 
laid over the top of the land. About 750,000 acres, it is estimated, 
were affected by sand: deposits, and the loss of topsoil. About 10 
percent of that cannot be reclaimed. 

In other words, good, rich, Kaw River bottom valley land that was 
reasonably worth $300 an acre, might cost, say $500 an acre, in order 
to go in with heavy earth-moving equipment in order to remove the 
3 or 4 feet of sand which has been deposited. That would be un- 
economic, 

Other farm losses, including grain and feed in storage, and livestock 
and buildings, but excluding damage to farm homes, and this erosion 
I was talking about, has been estimated by our State board of agricul- 
ture at $76,338,477. 

Damage to farm homes has been roughly estimated at around 
$8,000,000. | 

Then, there is the industrial loss. Our Kansas City Industrial 
Development Commission has given some thought to that, and 
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although it is not too accurate, it is estimated that the railroads, 
within the State of Kansas have sustained damages of $75,000,000. 
The losses to manufacturers and processers and wholesalers have been 
estimated to total around $500,000,000. 

In addition to that, there are the utilities, the power lines, the 
telephone, oil and gas pipelines, private water systems, and that sort 
of thing. There is no estimate on that. 

We have no estimate as to the retail businesses which were damaged 
or lost except that in Kansas City, Kans., alone, it is estimated that 
such damage amounts to $20,000,000. 

Of course, these figures that we talk about do not take into considera- 
tion the loss of business, and how much it would cost a refinery or a 
railroad or some business, some industry of that sort, to be out of 
business for 30 or 60 days. It does not include any of that. 

I just mention those figures to give you a general picture. I am 
sure you have heard of it already, but I just want to give you a general 
picture of the extent of the damage. 

We talk about Kansas City so much. Of course, in Kansas City, 
Kans., the Armourdale and Argentine Districts perhaps have the 
worst devastation, principally because there was more of it. But 
this extended, as I said a moment ago, through 126 towns out through 
virtually the entire eastern half of the State and down south on the 
tributaries of the Arkansas, as well as up on the Kaw River or the 
Kansas River. 

Now, the State itself has sustained a great loss. The damage to 
institutions and buildings, we estimate at $1,000,000. 

The last legislature appropriated $1,000,000 as an emergency fund 
which we are using for that purpose. 

The loss to highways and bridges we estimate at about $7,000,000. 
The State already has spent $2,500,000 in repairing the damage to its 
State highway system. That is State money. 

Now, of course, there was some Federal matching money to go with 
that, but $2,500,000 of State funds were used for that purpose. 

Now, with regard to welfare and the National Guard assistance—and 
the National Guard did a remarkable job out there in our State, as 
well as all the other agencies and organizations—to keep the National 
Guard going for some 60 days, we practically used up the appropriation 
for their biennium. That was just to keep them going during this 
flood period. ; 

Public health operations, and all of that, are estimated at $4,500,000, 
which the State has or will take care of. 

Then, of course, our civilian defense rendered a great service. 
That is mentioned in this.letter which I referred to a moment ago. 

We appropriated in the last session of the legislature, $1,180,000 
for civilian defense, and they have used that money or some of it in 
their operations during the flood period. 

Now, I know that the question will come up—and it is a matter 
with which you gentlemen are concerned—as to what the State has 
done with reference to bearing its full share of the loss from this 
devastation. 

Well, Kansas, as a separate entity of government, and not referring 
to the cities, counties, townships, and the political subdivisions, but 
as a separate entity of government, as I mentioned, sustained approxi- 
mately $1,000,000 damage to our various state institutions, colleges, 
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eleemosynary institutions, and that sort of thing, which we will take 
care of, and as to which we are not asking for and don’t want any 
help from anybody. 

Tn addition to that, I mentioned the National Guard proposition. 

I expect the work of the National Guard during that 60-day period 
or more will amount to approximately a quarter of a million dollars. 

Incidentally, while I referred to the good job that the National 
Guard did, let me say that the highway patrol and the highway 
department rendered a lot of help with their trucks and equipment. 
In addition, we had a lot of help from the Air Force. 

I put in a call to St. Louis to the Coast Guard unit there, and their 
commanding officer sent 25 high-powered boats over there, which did 
a remarkable job in rescue work. 

The Air Force had helicopters out there. We were picking people 
off the housetops and the treetops. 

I mention that because of the miraculous thing that happened. 
Less than 20 lives were lost, with all of that devastation, and that is 
remarkable. It was due to that sort of cooperation from all of the 
organizations, Federal, State, private, and everybody else. 

The highway maintenance men let their highway work go and were 
working on this rescue work during the greater part of that 60-day 
period. That was a great expense, which the State stood of course. 

Our board of health did a lot of work in innoculation against 
typhoid and carried out sanitation projects for the protection of the 
public health. I don’t have any figure on that, but that was done at 
State expense. ; 

The welfare needs of the State of Kansas have risen sharply as a 
result of this flood devastation, and it is difficult to state now what it 
will be, because when the Red Cross gets through with their job, we 
will begin where they left off, and then our burden is really going to be 
a large one. In addition to any Federal participation, which comes 
in through the social welfare program, it is going to cost the State 
several million dollars, and we expect to bear that burden. 

Then, of course, while it seems to be rather trival, we have the 
administration of Public Law 875 which the State, I guess, could be 
reimbursed for. I think they say that the cost of the administration 
of that would be a proper item for reimbursement, but we are not 
going to make any request for that. 

Public Law 875, incidentally, while you are not concerned here with 
that legislation, has been a great help to the community facilities in 
restoring them on an emergency or temporary basis. In other words, 
all of these communities which lost their streets, water plants, and 
light plants, and in some instances, their sewage-disposal plants, their 
sewer systems, water lines, and so on, accumulated all of those com- 
munity facilities over a period of many years, through taxation and 
then here, in a 3-day period, they are all gone. 

Well, they are no different from the communities in your respective 
States. There isn’t a community in any State in the Nation that 
can iust right away replace all of those facilities, and that was their 
position. 

But, with this law, Kansas, up to date, has received about $6,900,000 
out of that $25,000,000 emergency fund. I don’t know whether there 
is any more left or not. We had made application for about $15,000,- 
000—no, for about $12,000,000 in addition to that, which hasn’t been 

















266 


granted, on the theory that if that was done it would pretty well take 
eare of the community facilities, on an emergency basis. 

Now, regardless of whether that comes ugh or not, there will 
be many, many millions of dollars that the political subdivisions will 
have to raise divongh local tax revenues, in order to do the job which 
we will have to do to rehabilitate all of their community facilities. 
But that can be done over a period of several years. 

Public Law 875, that is, the amount that has been received up to 
now—and I think it will require some more—has been a great help in 
getting them back on an emergency basis, getting the water plants to 
work, getting the sewage-disposal plants to work, and getting the sewer 
systems back in order, and that sort of thing. 

I mentioned that our 1951 legislature made $1,180,000 available 
for civilian defense, and, of course, that has been available during this 
flood disaster. 

Well, those are some of the things which the State has done. In 
addition to that, we are making it easy, through our commission on 
revenue and taxation, for local subdivisions to come in and get emer- 
gency warrants and get relief in that way. Of course there is a limit 
to what they can do, regardless of any statute which limits their 
taxing ability. There is always an economic limit, and most of them 
bax’ reached it. “But the tax commission is rendering that help to 
them. 

It might be that we will have to have a special session. Every once 
in a while I am asked: “Well, why don’t you have a special session to 
help out on this thing?” 

We can have a special session in Kansas at any time. I could call 
one, but I am not going to do it just to give the appearance that we 
are waving our arms and trying to do something to help. Any.ime 
anything comes up that can be handled by the legislature, I can call a 
special session, and make an agreement with both the house and the 
senate that we won’t consider anything but flood matters. If neces- 
sary, we will get them in there for a 3-day session, and we will get it 
done. I have every confidence in the world that we can do it just 
that way. 

But there isn’t anything right now. The State can’t go in and 
appropriate $400,000,000 or $500,000,000. One mill of levy raises 
about $4,000,000. That would be about 400 mills. 

We are having tax problems right now like everybody else is. Of 
course, as I mentioned in this letter, the Federal revenue in the State 
of Kansas is $500,000,000 a year, and we do pretty well just to keep 
up with our current problems there. 

That is the only way we could raise a lot of money. Our consti- 
tution forbids us in Kansas from voting bonds without a vote of the 
people, and making outright grants, except under the welfare clause, 
which we took care of by a constitutional amendment. 

Now, we can amend the constitution, sir, but to do that we have to 
vote on it at a general election, and then a subsequent legislature 
would have to handle it. Time is of the essence, in my opinion. If 
this legislation, or any part of it, is to do any good, it is going to have 
to happen reasonably soon, because I think time is of the essence. 

The State has lost a lot of revenue, too, by reason of this. I might 
mention that our sales tax for the month right after the flood went 
down nearly half a million dollars. The sales tax for July 1950, 
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reported in August, amounted to $3,353,284. For July 1951, for the 
same period, the month of the flood, the flood having come to its crest 
from the 10th to the 13th of July, but having been a flood for many 
days prior to that, the sales tax amounted to $2,916,234. So, it is 
off right at about a half million dollars for that one month. 

I mentioned something about unemployment. The figures of the 
unemployment-compensation commission bear that out. Unem- 
ployment, right after the flood—that is, the number of payments— 
jumped from 10,000 before the flood to 21,435 right after the flood. 
Now, they are absorbing some of those, of course; they are going out 
and finding jobs in other places, but it will take some time, and it is 
slow. Maybe some of them never will. 

Well, that is the picture generally. Now, coming to this particular 
legislation, as I understand it, it involves three matters—the flood 
insurance, extension of credit, and the indemnification. Of course, I 
realize that the latter, indemnification, is some departure from what 
we have been used to, although I think there is precedent for it. 

There was in the Dust Bowl days, where our State again was very 
much involved, and where farms were blowing away 

Mr. Wuirren. May I interrupt you, Governor? I hate to do so, 
because you are making a fine statement, and it shows real thought, in 
my opinion. But in the Dust Bowl situation, was there not somewhat 
of a welfare approach? 

Governor Arn. I recall that in our State in highway commission 
was given 100 percent money for the sole purpose Es gees a jobs. Is 
that what you mean? 

Mr. Wuurten. I mean, there is a distinction there? 

Governor Arn. Probably there is; but certainly, if anything like 
that was ever proper, this is the case where it is. 

Now, I think Mr. Clevenger made a statement of his experience with 
another flood in his part of the country. Of course, it seems to me, 
while I don’t know too much about that, that there has never been an 
senrenrs to this devastation that we had in the Middle West in 
July. 

Now, I was attorney general of my State some years ago, and I 
used to attend our national annual meeting of the National Association 
of Attorneys General. 

I was called upon to deliver a paper on one occasion on Federal 
grants-in-aid, and I just kind of tore them apart, except for highway 
purposes, for which I made a distinction—and I think there is certainly 
a distinction there because our highways cross State lines, without 
any regard for States’ sovereignty, and they should, and I think that 
is a distinction. I am not one of those who believe that every time 
something happens we ought to call on the Federal Government and 
raid the Federal Treasury for that purpose. 

But, here is a situation which is just beyond comparison with any- 
thing that has ever happened in our history. 

We talk about indemnifying these persons who have sustained the 
losses. Of course, if that were done just outright, there could be a lot 
of abuses to it, and I know that that is a danger. However, in the 
great majority of cases, unless that is done, I don’t know how in the 
world they can ever be rehabilitated or can rehabilitate themselves; 
that is, without some help. 
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Take North Topeka—and that is just one example that exists, of 
many other cities—there is one area there of GI homes. One chap 
| gener ed was a shipmate of mine in the Navy in the last war, and 

know him personally. 

These people went over there and bought those homes, paid too 
much for them, of course. They have a loan on them that is probably 
more than the homes are worth. That addition happened to be 
right in a place where the river cut across and came down across there 
with about a 25-mile-an-hour current, and just took most of them 
clear off of their foundations and piled them up in one corner of the 
addition. 

So, now these folks have lost their homes, but they still owe a 
great big mortgage on them. They have jobs where they are just 
getting by, just barely getting by if they are fortunate. A good many 
of them haven’t even got a job now, unless they go out and find one in 
some other line of work, where their employer maybe has shut down 
because of the flood, or has just thrown in the sponge and given up. 

Well, of course, those are situations that really tear at your heart. 
In some instances, the Red Cross has been of some help. The Red 
Cross has done a good job. They haven’t gone far enough in many 
instances, and I sincerely believe that we do need something to, in a 
small way, fill that gap there as a means of getting these folks started 
toward rehabilitation. 

Now, I mentioned that I had taken that position on one occasion, 
when I was attorney general, in reference to grants-in-aid. I feel that 
way generally. However, I think that here is an exceptional case, 
and I think it is a situation which I can see no other answer to. 

Mr. Norrevu. Does that conclude your general statement? 

Governor Arn. Yes, Mr. Chairman. 

Mr. Norre.u. I have just a few questions then, Governor, please. 

You have portrayed a very vivid picture of the damage in that area. 
Now, earlier this year the President sent up a budget estimate of 
$15,000,000, and the Congress increased that to $25,000,000. 

Other agencies, of course, have emergency money, to go along with 
that. Something over $10,000,000 of the $25,000,000 still remains 
unallocated and more than that remains unspent. There are other 
funds that have not been used as yet. 

What would you say now with reference to the emergency angle? 
Has it not been very adequately taken care of by the different Federal 
agencies, State governments, and the municipalities? Could any- 
thing have been done other than what has been done to alleviate the 
suffering and misery caused by the floodwaters? 

Governor Arn. Well, of course, Mr. Chairman, the $25,000,000 
you speak of is under Public Law 875. 

Mr. Norre.u. That is right. 

Governor Arn. As I understand it, that is for—and I am sure that 
is correct—community facilities alone, not for the individual but, 
rather, for the restoration of community facilities on a temporary 
emergency basis. 

Mr. Norrect. You must be familiar with whether the different 
agencies of the Government and the local Red Cross and other 
agencies have left anything undone that.could reasonably be done for 
the people in this area on an emergency basis? 
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Governor Arn. Well, of course, whatever you do, it is never enough; 
but I know of nothing that could have been done up to now that has 
not been done. Of course, this is just 2 months after the floodwaters 
receded; and anything, particularly as far as legislation is concerned, 
takes a little time. I know, as far as the State is concerned, that if 
they knew of anything that could have been done we would have 
done it. 

Mr. Norretu. Do you not believe that, also, regarding the Federal 
Government? 

Governor Arn. Yes; [ think so. Of course, this matter you are 
deliberating on before this committee is certainly something that, in 
my opinion, would help. That is something that could be done, but it 
could not have been done up to now. 

Mr. Norre.u. I am going to get to that. I am trying to handle 
the emergency matter first. 

Now, if we have done everything we could do during the emergency 
so far, and if we continue to do that, then there remains the three 
points you have indicated: One, loans; two, indemnifications; and, 
three, flood-control insurance. 

I would like to ask you whether you, as Governor, recommend that 
we launch that kind of project, and I would like to ask you, when you 
give your answer, to bear this one thing in mind: that we all know that 
this has been a tremendous flood you have had. There isn’t any 
argument about that. But there may in the future and there might 
have in the past been a similar flood or other types of disaster, with 
similar damage. 

Assuming that there will be, the program that we adopt for your 
area, I assume, would necessarily have to be adopted for any similar 
area. Is it your thought that the Government of the United States 
should branch off into that kind of program? 

Governor Arn. Well, Mr. Chairman, I think that to take the over- 
all proposition of doing something like that to fit each and every case 
that might fit into the slot of being a disaster, the answer should be 
“No”. I think, however, that we more or less have to take, shall 
we say, each catastrophe on its own merits, and analyze it. 

Now, I know that that is not a very logical thing to do, perhaps, 
but this is, I think, an exception. It is the greatest disaster that has 
ever struck that part of the country, and I think there is no compari- 
son for it in anything that has ever happened. 

The only thing I can say is that I think we should do it, because 
there isn’t any other way to pull out of it and to get that area rehabili- 
tated. 

Mr. Norrewu. That is a very reasonable position to take, Gover- 
nor, but this committee is accustomed to allegations made by the 
representatives of other areas who appear on just as honest and sincere 
a basis as you have. 

Governor Arn. I realize that. 

Mr. Norretu. And they see the thing in the light of their local 
situation. They are just as honest as they can be, and they differen- 
tiate between their situation and other areas. 

That is one angle that this committee, or the Congress, will have to 
figure out, and I was trying to get your attitude on it. 

You rather confine your recommendations to your area, as having 
received the maximum in damages, distress, and misery, caused by 
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the floods. For that reason you would go that far. But you do not. 
include areas that might suffer similar disasters. 

Governor Arn. Well, I think that that is the substance of it, 
Mr. Chairman. I certainly would not think that the program we are 
talking about here, and which I said I would advocate, would be 
applied to just every high-water period, or just any and every sort of 
disaster. by the same token, it certainly should o made applicable 
if 2 months from now the same thing should occur in some 6tsee area, 
and if something as disastrous as this catastrophe has oceurred. 

Mr. Norre.i. Do think the Federal Government should come 
in and replace or rehabilitate the different items that have either been 
destroyed or damaged? Is that included in your recommendation? 

For instance, that would include taking care of the destroyed public 
facilities, the county property, the drainage districts, and the hospitals? 

Governor ArN. Not other than the immediate help that is made 
available under Public Law 875, for temporary emergency rehabilita- 
tion. No; I would not think that this proposed legislation should 
apply to public properties. 

Mr. Norreiu. You wouldn’t think it would apply to public 
properties? 

Governor Arn. No. 

Mr. Norretyi. Now, what about industrial properties. Would 
you let it apply to all or none or on a percentage basis? 

Governor Arn. I think that certainly, whether it is individual, or 
industrial—and I take it you are speaking of the indemnification now 
—there certainly ought to be a limitation. 

Mr. Norretyi. Do you have any recommendation or suggestion 
about a limitation, or haven’t you given that enough thought? 

Governor Arn. Well, I haven’t given it very much thought. I 
understood—or maybe I saw it in the bill when I read it, rather hur- 
riedly a time or two, that it was $20,000 or $25,000 as far as the indem- 
nification goes. 

Mr. Norrevu. Then you go along with the bill that has been 
introduced? 

Governor Arn. I go along with that. I think it would probably 
be enough. 

Mr. Norre.u. Now, will you have prepared, Governor, an itemized 
statement of the financial assistance that the State of Kansas has 
rendered? You covered that adequately in your statement, but I 
was thinking of something that a person could read, without reading 
your entire statement. You can do that later, and insert it in the 
record. 

Governor Arn. You say: Will I do that? 

Mr. Norre.v. Yes. 

Governor Arn. Yes; I will be glad to. I might say, Mr. Chairman, 
that in the statement dated September 6, to which I have referred, 
beginning at page 7, the middle of the page, and ending at the middle 
of page 10, there is the very thing to which you refer. I will be glad 
to attempt to condense it for you, if that is what you wish. 

Mr. Norretu. What I had in mind is something brief and easy to 
use. It would include, for example, a statement of the amount you 
have spent on the National Guard. ; 

Governor Arn. You mean just a brief itemization? 

Mr. Norre.t. Yes; just a brief itemization. 
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Governor Arn. I will be glad to do that. 
Mr. Norrewu. Thank you. 
(The information referred to is as follows:) 


Wasuincoton, D. C., September 21, 1951. 
Hon. W. F. Norre 1, 
Chairman, Subcommittee on Flood Disaster Relief of 
The Appropriations Committee, 
House Office Building, Washington, D. C. 


Dear CONGRESSMAN NoRRELL: Pursuant to your request on behalf of your 
subcommittee that I furnish a very brief list of the items of expense by the State 
of Kansas (solely from State funds) to alleviate the disastrous effect of the July 
1951 flood, I submit the following: 


1. Repair, reconstruction, and rehabilitation of State-owned build- 
ings and institutions (educational and eleemosynary) $1, 000, 000 
. Highways and bridges on the State highway system 7, 000, 000 
. Expense of maintaining the Kansas Nationa! Guard on active duty 
60 to 90 days during and after the flood period___ _- ae 250, 000 
. Additional social-welfare load and public health 4, 000, 000 
. State expense in administering Public Law 875 from the State 
25, 000 


. Rescue and rehabilitation work by facilities of the State highway 
commission, the State highway patrol, and the State department 
Or crv arenes a oe A ee 250, 000 


Although you did not specifically request it, I might add that a conservative 
estimate of losses sustained by the political subdivisions, such as cities, counties, 
school districts, and drainage districts are as follows: 


. Cities (community facilities other than streets) _-.....-.------ $35, 000, 

, 000 
, , 

. County roads and bridges (not State highways)_---.-_-_-_---- 14, 500, 000 
. County buildings and facilities____..............-------.---- 1, 500, 000 
i nNOIINORUNNENIGN oF Sl Cae Cen s w eae See ewes 5, 000, 000 
NIN I a 9 ou cid 1S wk ai kal eo dal da anda 1, 700, 000 


74, 700, 000 

On behalf of the people of Kansas may I say that the time allowed me this 
afternoon by your subcommittee was greatly appreciated, and if I can be of any 
further assistance, or render any additional information, please command me. 

Sincerely, 
Epwarp F, Arn, 
Governor of Kansas. 

Mr. Norre.u. Mr. Whitten of Mississippi. 

Mr. Wuirren. Governor, I have been impressed with your handling 
of this matter. I want to say that while we have asked some probing 
questions through these hearings, we, too, are trying to take somewhat 
the same view that you are. We are trying to see what we can do. 

Briefly, I would like to review the situation. 

When this tragedy occurred, the Congress voted $25,000,000 
immediately, to enable every agency of Government to throw its folks 
in there to relieve the suffering. We made $25,000,000 available; and, 
so far as we know, we have gotten by the immediate risk to lives and 
property and have set the situation up, on a temporary basis, until 
you people can adjust yourselves and do some long-range planning to 
restore and rehabilitate. 

I mention that to show. that those of us on the committee and 
the Members of the Congress from those areas, joined by all of their 
colleagues, without exception so far as I know, appropriated this fund 
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of $25,000,000 under this act, to enable the whole Government to 
help—and they have done it. 

Now, that was done; and, as you say, there never is enough. But, 
insofar as anybody could see, they tried to discharge their duties as 
fully as they knew how. 

Now is the time for us in Congress, to think a little further along 
the road, as to how we should and can help to bring about rehabilita- 
tion. Now, this indemnification is set up here on the basis of rehabili- 
tation. That is the way it is discussed in the matter before us, but 
I wonder if it isn’t actually the opposite. 

I mentioned a while ago that I voted against the British loan on 
the basis that what we did there was just to give them so much money 
without any strings on it. I thought that we should have extended 
an Export-Import Bank loan to England, whereby we could have 
seen that the money was used to restore the strength of their Empire. 

Now, I think the indemnification approach is much less likely to 

rehabilitate your area than would be the case if we were to provide 
funds on a Joan basis, where we would have some control over the 
purpose for which the funds would be used. 

Now, I am sincere in that. I tried to point out that the testimony 
before us is that the Farmers Home Administration has not turned 
down one application yet. They can go in there and buy homes on a 
note, if necessary, without security. 

The Soil Conservation Service can, under the law—and they are 
authorized to do it—go in there and help to restore terraces, and help 
to clean out small ditches. 

The Production and Marketing Administration can help with seed 
and other things, under the soil programs, to get the farmer reestab- 
lished. 

Now, they have told us that it will take more money in the funds 
which they have, and which is authorized by law. 

Then we pass on to housing. The testimony before us is that the 
Housing Agency, under this $25,000,000, has gone in there and has 
moved in 1,200 or 1,400 trailers. Further than that, they have the 
authority to go up to $1,000,000,000 in the United States. Of course, 
they can allocate such portion of it as they may need to in this area to 
help relocate some of the people in and around Kansas City, and these 
other cities. I believe they have a half billion dollars in authorizations 
for grants which can be made to move people to a new area. 

Then there are the regular FHA loans, where the Government will 
guarantee the payment of the loan to the man who puts up the money 
to put up houses. They tell us that they have the authority now to 
put, up housing units which will be rented to tenants who formerly 
did not own homes. 

They say that in these cases, under the Disaster Relief Act, they 
can guarantee the loan 100 percent. They say, further, that they do 
not have to wait until the people come to them. They have already 
approved 2,500 new houses on their own initiative. 

We also have the Disaster Section of the Reconstruction Finance 
Corporation. They testified here that they had interviewed 7,600 
people. Of the 7,000, only 2,500 evidenced any interest at this time 
in securing an RFC loan. Of the 2,500 they gave applications to, 
only 1,200 have made applications, and they had to turn down only 
34. I don’t know what the circumstances are in those cases, but it 
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is a small percentage. In the agricultural end they haven’t turned 
down a single, solitary loan application. 

Now, if the Congress, following the law, and acting under the author 
ity that we have, increased these programs to where they fitted the 
whole United States, so that there would be set rules, it strikes me 
that the Congress would be doing a pretty good job. Frankly, I think 
we would be doing a better job, so far as rehabilitation is concerned 
than to follow the program of giving Mr. Howse or his successor 
$400,000,000 to go out there and give everybody a check who, in his 
judgment, could qualify, with no strings attached and no requirement 
as to how the individual shall spend the money. 

Governor Arn. Well, I would put some strings on it. 

Mr. Wuirren. What is that? 

Governor Arn. I would put some strings or it. 

Mr. Wuirren. How better could you put some strings on it than 
to handle it through the FHA, the RFC, and the Home Owners Loan 
Corporation, particularly if we make the money available there with- 
out security? What we would be doing then is retaining that right, 
and putting some strings on it, just as you say. 

Governor ArN. Well, that would be going a long way. I would 
say that if you can’t provide the indemnification, that would certainly 
be the next best. 

Mr. Waurrren. Well, now, Governor, I don’t want to embarrass 
you, but you have had enough experience—and you have made a 
very favorable impression on me—to know that if you want to re- 
establish a man who lived on the bank of some river, you would figure 
that to loan it to him without security and to tell him how to use it 
would come nearer to reestablishing him than mailing a check to 
him, wouldn’t you? This would be true in any State. 

Governor Arn. Regardless of what State it is; I would concede 
that there is some merit to that. 

Mr. Wuirten. I am not trying to get personal. I mean, in the 
abstract, we can see that that would be true. Sometimes, with our 
own people we can’t see it quite as well. That would be as true of 
me as of the next one. 

Now, the next thing is about this insurance. I related this morn- 
ing—and I think you heard it—the experience that we have had with 
crop insurance, in which we try to insure crops against disaster. 

We found that the only folks who would take out that insurance 
were those who were right in the mouth of the gun, and who were 
likely to have a disaster. If you did not have any more takers than 
just the people that were going to suffer the loss, the premiums would 

e just as high as the loss. 

Now, coming to the indemnification, this tragedy covered a whole 
area. But, under the approach of Colonel Howse, where you indem- 
nify the individual, what is the difference between the individual who 
loses his house or his property or his business in a thing as big as this, 
and an individual in New York State, who happens to be in a flood 
that didn’t cover but half a mile, but who happened to be in it and 
who lost all he had? 

Now, if we, as the Congress, should do this, should we not:include 
all who suffer losses in disasters. As an individual, one person loses 
just as much as the other. 
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Governor Arn. As far as the individual is concerned, of course, 
there is no difference. 

Mr. Wuirren. Then, if that be true, if we are going to do this, so 
far as what we do in this case for the individual is concerned, should 
- we not make a general law so that the people in every State in the 
Union can be treated with equality? 

Governor Arn. Well, the only thing, Mr. Whitten—the only dis- 
tinction there tint I would like to make is this: The thing that 
justifies and requires some Federal assistance in the face of this 
disaster is the fact that this has more of a national scope than the 
isolated instance you speak of. In other words, here the moisture 
laid in clouds that came down from the north and the hot area from 
the Gulf came up, and they happened to meet mostly over Kansas, 
but over some areas other than Kansas, and dropped the load there 
without any respect for State boundaries or State sovereignty. It 
came down through streams that crossed State lines without any 
respect for State sovereignty, some of them being navigable streams, 
at least streams which the Federal Government maintains jurisdic- 
tion over. Much of it, although not all of it, fell in Kansas. It 
came through our State and into Oklahoma and into Missouri. It 
has the aspect of national scope, unlike the isolated area you spoke 
of in New York. , 

Mr. Wuirten. I am going to agree with you 100 percent, and I agree 
with everything you say except this: When we make assistance avail- 
able, on the one hand, to farms and homes for restoration, without 
security, when we make it available to the businessman without 
security, when we make funds available for a man’s home without 
security, and, if he is a tenant, make the place that he rents available 
without security, I think the Federal Government will have done a 
big job, and, I do say, all that it can do, under the present law. 

Governor Arn. Well, I will say frankly that I didn’t know that all 
of those things were available. 

Mr. Wuirren. Well, now,let me make myself clear. There will be 
the necessity to add to the amount of funds available in some of these 
programs, which, I daresay, the Congress will take appropriate action 
on. Certainly it would be my desire to do so. 

With regard to the RFC we have a disaster program which, in my 
own judgment, provides that there can be virtually a waiving of any 
security in a disaster situation, certainly up to the limits contemplated 
here of $20,000. 

Now, I would like to point out one other thing, in fairness to our 
committee. This is an Appropriatiations Committee. You cannot 
go in there and indemnify, because it is prohibited by your State 
constitution. 

So far as the Appropriations Committee is concerned, we are just 
as fully tied down on the indemnification, because, while we have no 
prohibition that I know of, we also have no authority. 

Now, it may be that we have appeared argumentative in asking 
you what the State has done. I can clearly see that the State, like 
the individual and like the city or the town, has suffered tremendous 
losses. When you take care of those, you will have contributed to a 
large degree. Our asking you that was not in any way critical, 
Again, I think there is enough damage here to use the help of all, and 
it is going to take all. 
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But again I come back to the view that, in my judgment, we are 
helping you more, if we have some control over where the Federal 
funds are going to go, and leave the man in a position where there is 
an obligation to pay back. I think we will have done more in that 
way than if we could legally just send him a check. 

at is all I have, Mr. Chairman. 

Mr. Norrewu. The gentlemen from Ohio, Mr. Clevenger. 

Mr. CLevenceEr. I do not believe I have arything to add. 

Mr. Norretu. Mr. Cotton; do you have anything more? 

Mr. Corron. I just want to ask the Governor a couple of very 
brief questions, to straighten out a few things in my mind. 

Governor, I believe that earlier in these hearings, Mr. Foley 
testified—and I am now referring back to the $25,000,000 emergency 
fund—that all but $8,000,000 is now either spent or committed, and 
that there are necessary projects of direct relief in being to take up 
the rest of that. Is that your understanding? 

Governor Arn. Well, I wouldn’t know, Mr. Cotton, how much is 
still in that fund. Kansas has received $7,075,000 less 2 percent 
which goes to the Community Facilities Services of the Housing and 
Home Finance Agency for administration purposes. That leaves a 
net amount allocated to Kansas of $6,933,500, which the State, in 
turn, allocates out to these municipalities and political subdivisions. 

I don’t know whether you know how it works—I assume you do— 
but we send out a team to go out and see what their emergency needs 
are. If it is a city water plant, why, the Federal Government will 
send one of their men from the Community Facilities. We will desig- 
nate somebody from the State department of public health, and they 
will go out together and arrive at some figure. On the basis of that, 
we allocate to the city whatever it takes. 

Now, all of that hasn’t been allocated as yet. They requested that 
in making an application for funds out of that $25,0°0,000, we try to 
get them all together and make the final request all at once. I did that, 
and I requested, I think, a total of $18,000,000. We didn’t get all of 
that. Of course, it wasn’t there, anyway. But that would have done 
the job pretty well on an emergency basis. 

Now, as to how much is left there, I don’t know. 

Now, you mentioned something about temporary relief to indivi- 
duals. Of course, as I read Public Law 875; and as I understand it, 
it has been construed by Mr. Foley’s Department to not be available 
at all to individuals. It is for community facilities. Now, it is avail- 
able for clean-up, for cleaning the disease laden mud up from a public 
health standpoint in the area, and they have used some of it, parti- 
cularly in Kansas City, for that purpose. But it is not available to 
individuals, unless the city undertakes a community feeding program 
right at the time. 

Mr. Corron. I was going to ask whether some of it has been used 
for medicines, food, temporary shelter, clothing, and so forth, things 
for individuals, through the subdivisions. 

Governor Arn. Now maybe it could be, but it wasn’t: necessary 
because of the splendid job that the Red Cross and the other organiza- 
tions did, such as American Legion and the Veterans of Foreign Wars 
and others, in taking care of the people in the respective communities. 

Mr. Corron. I don’t want to take a lot of your time. What I was 
getting at is this: In your opinion, Governor, forgetting for the 
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moment the difficulties and the question of this permanent program, 
could additional funds of an emergency character, appropriated by the 
Congress, in the way the $25,000,000 was appropriated, be effectively 
used, or would such funds simply be, well, partially wasted and not, 
hit the mark in aiding the situation? 

Governor Arn. Well, I can assure you, Mr. Cotton, and your com- 
mittee and the Congress, that whatever money is allocated to Kansas 
and comntunity facilities, none of it will be wasted. 

Mr. Corron. Pardon me. I didn’t mean that the money would be 
misspent. What I mean is this: Would the use that it could legally 
be put to be so restricted that it could not be used effectively, that is, 
any further appropriated funds, in that manner? That is what I 
meant. 

Governor Arn. To the extent that Kansas received from such a 
fund an additional $12,000,000, we could use it very effectively. The 
State will take care of its own, but the political subdivisions could use 
that amount for immediate temporary restoration of community 
facilities. 

Mr. Corton. Now, there is one other thing I want to ask about. 

Of course, speaking only for myself, it would seem to boil down to 
this situation, Governor, that there seems to be little question, in 
view of the terrible situation out there—we all feel we want to help 
in every way that we can—legislatively and properly, and there is no 

uestion about the emergency appropriation. So far as I can see 
there is very little question about providing money for lending pur- 
poses. 

The two things that seem to present difficulties are the indemni- 
fication program to individuals, and the flood insurance. 

Now, in the case of the indemnification program to individuals, 
your State and, I guess, some of the other States involved, couldn’t 
contribute or match the funds, because you are prohibited by your 
constitution from so doing. It presents the situation of a precedent 
that worries some of us, and I can see that it has worried you. You 
have been very candid about that situation. 

Now, with that in mind, in replying to one of Mr. Whitten’s 
questions, when he stated that you cannot spend this money without 
any strings, vou said that you would want strings on it. Could you 
very briefly indicate to us what sort of restrictions or regulations you 
had in mind, which might safeguard this way of spending money, 
that is, using it to indemnify and bail out individuals? 

Governor Arn. Well, the one thing I particularly had in mind at 
the moment, I think, is that it should be based on need. 

Mr. Corron. In other words, when a man is so completely sub- 
merged by the loss of his property that lending him money is not 
going to help because he is not going to be able to pay it back, and is 
entirely swamped, and on the merits of the case, you would make that 
a condition precedent? 

Governor Arn. I would think so. 

Mr. Corron. Did you have any other general provisions in mind 
that might be considered as a safeguard to this type of appropriation? 

Governor Arn. Well, I don’t know that I do, right at the moment, 
Mr. Cotton. Undoubtedly there are many that you could think of. 

Mr. Corron. Did I understand you to say, Governor, that up to 
the present time, either actually spent or committed, the State has 
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had to spend about $4,500,000 in its own activities in reopening roads 
and repairing bridges, and that general type of thing? 

Governor Arn. I think I said, Mr. Cotton, that the damage to our 
State highways, not county, township, or roads in the secondary sys- 
tem, but State highways, was right at $7,000,000. I said that up to 
now the State had already spent about $2,500,000 in repairing flood- 
damaged highways and bridges. 

Mr. Corton. Have you any general, approximate computation of 
the total damage to public facilities, State, county, and local in the 
State of Kansas, as the result of this disaster? 

Governor Arn. Do you mean just public facilities? 

Mr. Corron. Yes. I mean by that publicly owned facilities, in 
contradistinction to private property. 

Governor Arn. I would say that that was in the neighborhood, 
perhaps, of $12,000,000 to $14,000,000 as far as the State is concerned. 

I have an estimate as to the community facilities of the cities, 
not city streets, just the public utilities, and that sort of thing, in 
the neighborhood of $35,000,000. 

The counties are estimated at about $16,000,000. Roads and 
bridges and others I estimated at about $14,000,000. That is roads, 
highways, and bridges. 

As I said, we had 700 bridges lost in the State of varying sizes. 

In the case of the drainage districts, I said that the losses were in 
the neighborhood of $5,000,000. There are two drainage districts, 
in Wyandotte County alone, the Kaw Valley drainage district and the 
Fairfax district, which estimate their damage at $3,500,000. 

Other than those two—and I suppose they have some sewers— 
all of the others have, I think, dikes and levees. 

Now, to total all of those—and I believe you have them down 
there—is merely a matter of calculation. 

Mr. Corron. Yes, thank you. 

Can you state what is the bonded indebtedness of the State of 
Kansas? Do you have a bonded indebtedness? 

Governor Arn. Yes. The only bonded indebtedness we have is 
for World War I bonus bonds, which will be paid off in 3 or 4 years. 
But that is still over $1,000,000. 

Under our constitution, we cannot create an indebtedness of more 
than $1,000,000 without a vote of the people. We have thought 
about that one, too. 

Mr. Corron. Approximately what is your annual State budget? 
I mean the State expenditures? 

Governor Arn. When is our budget made up? 

Mr. Corron. What is your annual State budget? About how 
much do you appropriate to run the services of the State on an annual 
basis? Do you have that in mind, approximately? 

Governor Arn. Well, now do you mean for all purposes, from all 
funds? The general fund, including revenues from the ad valorem 
tax, the gas tax, and all the rest of them? 

Mr. Corron. Yes. 

Governor Arn. It would be in the neighborhood of $130,000,000. 

Mr. Corron. I have just one other question, and | won’t take up 
any more of your time. 
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Governor, have you or your State, your State insurance department, 
or anybody else, gone into this question of the practicability of flood 
insurance? 

Governor Arn. No, and I will have to admit, Mr. Cotton, that I 
know very little about it. 

I have represented some insurance companies, and sued some of 
them, and bought a lot of it, but I don’t know very much about it. 

I have understood in a general way that a program such as is en- 
visioned by this proposed legislation might be worked out to where 
ultimately it could be pretty much on a basis that would be actuarially 
sound. Now, I don’t know whether that is true or not, as I say, I 
know very little about that. 

Mr. Corton. Well, as I said to you—and I won’t take any more 
of your time—the only two features here that worry me, as this 
problem has been unfolding, are, first, the matter of the direct pay- 
ment to individuals to indemnify their losses, even though I realize 
the need and, second, this matter of flood insurance. 

My 4 years on the Committee on Agriculture and the experience 
we had with crop insurance, where we found that nobody carried crop 
insurance unless their crops were in some place where they were in 
extreme danger of either windstorm or hurricane or hail or something 
else, leads me to be fearful that flood insurance would be the same 
type of thing, and that we were chasing a mirage here in considering 
that a safeguard for the future. 

I was wondering whether you had gone into that. 

Governor Arn. I would have to leave that to the experts, if there 
are any. I just do not know. 

I might say, Mr. Cotton, in connection with what you said about 
our Kansas budget, that we operate in Kansas on a pay-as-you-go 
ve and it is pretty difficult to get any bonded indebtedness out 
there. 

As I indicated, we have to vote on it by popular vote. 

Mr. Corron. The Federal Government doesn’t operate that way, 
Governor. Thank you, Mr. Chairman. 

Mr. Norrewi. Thank you very much, Governor. 

Governor Arn. Gentlemen, I appreciate the opportunity of appear- 
ing before you. 

Mr. Norre.u. Our next witness is Hon. Robert T. Thornburg, 
vice chairman of the State advisory committee on flood control—from 
the State of Missouri. 

We will be glad at this time to have you make your statement. 

Will you give us a brief background of what you have been doing? 

Mr. THorneura. Yes, sir. 

Mr. Chairman, and members of the committee, I am appearing 
today as a personal representative of Governor Forrest Smith of 
Missouri, who very much wanted to be here in person. He has made 
a couple of trips back, but this time just got into a pinch of State 
business, and wasn’t able to leave. 

He did want me to express his regrets to vou, Mr. Chairman, and 
to the members of the committee, at his inability to be here today, and 
also to extend his best wishes to the members of the committee. 

Mr. Norretu. Will you convey to him our appreciation for the 
message. We regret very much that he could not come, but we 
thoroughly understand the situation. 
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Mr. Tuornsurc. Thank you, sir. I have a number of copies of my 
statement, Mr. Chairman. You might choose to pass those to the 
other members. : 


Being fully aware of the fact that you are being pressed for time, 
I will try to follow this, but skip places in it, because there are points 
that have already been well brought out here. 

Mr. Norretu. You can file the statement for the record, if you 


desire, and then proceed to make any oral statement to us that you 
would like. 


Mr. THornsure. Thank you, sir. 
(The statement referred to is as follows:) 


STaTEMENT OF Ropert T. THorNBURG, COMMISSIONER OF AGRICULTURE, 
JEFFERSON City, Mo. 


Mr. Chairman, members of the committee, I am Robert T. Thornburg, com- 
missioner of agriculture, Jefferson City, Mo., appearing here today as the personal 
representative of Forrest Smith, Governor of Missouri. Governor Smith wished 
to be here in person, but prior commitments made this impossible. He asked 
that I express his regret at not being able to be here, and likewise expressed the 
desire that I carry his best wishes to the members of this committee. 

The information and views contained in my statement are largely the views con- 
tained in a letter written by Governor Smith to Col. A. W. Howse of the Office of 
Defense Mobilization under date of September 6, 1951. That letter also contained 
the seven general points of policy agreed upon by Governor Smith’s Missouri Flood 
Rehabilitation Committee. It was my privilege to have been elected vice presi- 
dent of that committee at its first meeting and to have served as acting chairman 
for the past several wecks due to the illness of Dr. Buford G. Hamilton, chairman 
of the committee. 

In beginning may I advise that the members of the Missouri Flood Rehabilita- 
tion Committee in various sessions assembled, unanimously agreed that the 
flood did damage in disaster proportions. Losses to industry, commerce, and 
agriculture were enormous. Damage to industrial plants, large and small business 
houses, urban and rural dwellings, machinery, crops, land, highways, country 
roads and bridges, inventories, etc., are such as to not only disastrously effect 
those immediately involved, but to seriously impair the preparedness effort of 
the United States in this time of grave emergency. 

Some persons removed from the scene of devastation seem to think that the 
flood was more or less a normal freshet. Such was not the case. The flood of 
1951 was a catastrophe, one of the most terrible in the history of the United States. 

From May 15 to early July rain fell almost constantly over an area of thousands 
of square miles, 

By early July the streams and rivers of Kansas and Missouri had risen to un- 
precedented heights. Reservoirs, where they existed, overflowed. Millions of 
tons of water plunged downstream, crumbling dikes and levees along the course 
and sweeping away homes, farms, business, roads, bridges, and communication 
lines. 

The crest of the flood hit the concentrated industrial area along the banks at 
Kansas City, Kans., and Kansas City, Mo., on July 13 and swept a path of de- 
struction across the entire width of Missouri before its force was spent. 

The velocity of the water, as well as the depth and volume was without parallel 
in the recorded history of the region. 

It is my opinion that any one of several lines of thinking might be chosen by 
one to follow in an effort to convince the members of this committee that the 
request that $400,000,000 be appropriated to rehabilitate the devastated area 
should be fulfilled. The reason that I believe to be the strongest and best founded 
is the fact that it is extremely dangerous for the Congress and Nation to permit 
this devastated area to lag in production, or fail to get back to normal production 
during this time of national emergency. It appears to met that at this time it is 
most desirable to have all possible units of production fully operative. 

If appropriated, the $400,000,000 will prove helpful in bringing about the re- 
habilitation of this devastated area. It will help in restoring our productive 
potential. It can hardly do more than that for it will fall far short of compen- 
sating for all losses suffered. 
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The grand total of agricultural loss in Missouri, according to the best estimates 
we have been able to secure, is $163,195,787. I believe this estimate to be con- 
servative, and, for reasons which I believe to be sound. 

<xpected yields and anticipated returns per bushel of corn, bushel of wheat, 
etc., were figured on a moderate basis. Further, my home county of Randolph 
in North Central Missouri was not included in the list of disaster counties so 
my own losses are not included. Due to excessive rain, we used two tractors on 
the combine to harvest wheat. Some of our corn was plowed only one time and 
some only twice, when all should have been cultivated a minimum of three times. 
Because of restricted cultivation, inability to use weed spray and inability to get 
nitrogen applied, vields will be cut nearly in half. 

This is a hard financial blow to me. My neighbors, and great numbers of mv 
fellow farmers in Missouri have suffered likewise. I regret baving to suffer such 
a loss and so do my neighbors, but we do not request that anyone make good this 
loss. Our productive potential is intact. 

Such is hardly the case with many in the disaster area. Of the 117,778 farms 
in the 66 counties designated as disaster counties, 11,119 farms were directly 
damaged by the flood. Of these, some 30,815 acres valued in excess of $3 million 
were so physically damaged by cutting, excessive silt or sand deposits, debris, etc., 
as to be unfit for agricultural purposes for an indefinite time. 

On these same eleven-thousand-odd farms, estimated damage in dollars to 
buildings (including dwellings), farm machinery, farm and home equipment, and 
fences, damaged and/or destroyed, amounts ta $3, 077,546. 

A rather conservative estimate of flood damage to publie school properties in 
the State of Missouri, according to information received from the Department of 
Education, amounts to a total of $35,000.000. 

According to reports to the Red Cross, 3,686 homes were damaged or destroyed. 

Estimated cost of rehabilitating the State highway system is $1.590.000 of 
which $1,200,000 likely will be State funds. 

Estimated cost of rehabilitating county roads and bridges is $3,500,000. 

The Missouri Department of Corrections suffered a crop loss of $271,740 and 
damage to buildines was $100,000, a total of $371,740. 

The Missouri National Guard spent $43,902.34 in flood area during and im- 
mediately after the period of high water. 

The State division of health has already expended $17,000 assisting those in 
flooded areas. 

During the first 3 weeks in August initial claims for unemplovment compensa- 
tion increased 47.3 percent over the corresponding period in 1950. The division 
further states that when the floodwaters swept into the Kansas Citv west bottoms 
industrial district, approximatelv 53,000 persons became unemployed. The 
division further estimated that 2,500 jobs in Missouri were permanently destroyed 
as the result of the flood damage in the ravaged areas. 

In seven of the State employment offices, located in Kansas Citv, Lexington, 
Jefferson Citv, Washington, St. Charles, St. Louis, and Cane Girardeau, all along 
the flooded Missouri and Mississippi Rivers, the total benefit payments amounte” 
to $508.589 during Julv this vear. 

The director of the State department of revenue makes the following estimates 
of tax losses as the result of the flood: Fuel oil division, $7,500, representing loss 
of taxes on fuel oil destroved bv both flood and resultant fires; income tax, 
$500,000; and sales tax, $1,000,099. While the estimate for loss in real and per- 
sonal taxes cannot be figured at this time, the director of revenue places an over-all 
total estimate of the tax losses in Missouri at $1,759,000. 

It is difficult at this time to place an estimate on the number of businesses and 
the amount of loss in Missouri. The United States Corps of Engineers is now 
at work on such a survey. The engineers state their report will not be complete 
until October 15 and refuse to release to us any information concerning that 
survey until the report is complete. 

The following estimate of business losses has been made by the American Red 
Cross; in excess of $25,000 damage, Kansas City claims 244 firms, North Kansas 
City, 1 eaneern: and east bottoms of Kansas Citv, 1 concern. Business losses 
less than $25,000 in Kansas Citv, 205 firms; North Kansas Citv and east bottoms, 
13; Blue Vallev area of Kansas City, 3. There were 304 small businesses damaged 
in the immediate Kansas City area, including grocery stores, hardware stores, 
barber shops, etc. 

The seven broad points of policy agreed upon by the members of the Missouri 
Flood Rehabilitation Committee are as follows: 

Point 1.—We recommend partial indemnification for physical loss of, or damage 
to, such tangible real or personal property as may be deemed administratively 
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feasible and based on need, but such indemnification shall not exceed $20,000 for 
all claims of any one person, and shall in no case exceed 80 percent of an amount 
equal to the cost of replacing, rehabilitating, repairing, or reconstructing such 
property, less depreciation, as may be necessary to put such property into its 
former productive capacity. 

We also suggest that such formula as may be developed be made applicable to 
all affected disbursing agencies of the Federal Government, so as to provide a 
program as nearly equitable as possible to-all segments of the affected population. 

Point 2.—Debt extension, rather than debt adjustment, is required in the 
majority of cases. Where adjustment is required each case must be settled on the 
basis of net worth of the debtor and in a manner acceptable both to creditor and 
debtor. 

Point 3.—We recommend that the Goverament guarantee loans on liberal 
terms on a percentage basis, for the purchase of existing homes or the construction 
of new homes to replace housing destroyed by the flood; the Federal Housing 
Administration seems to ’be the appropriate agency to handle the necessary ar- 
rangements in urban areas; in rural areas, building loans should be handled by the 
Farmers Home Administration. 

Point 4.—-We endorse the suggested idea of Government-guaranteed loans for 
the rehabilitation of industry and agriculture. We suggest these loans should be 
made at a low rate of interest on a long-term basis, either through the appropriate 
Government agency or through local commercial banks on a guaranteed basis. 

Point 5.—The committee believes the avoidance of jerry-built and indiscrimi- 
nate construction to be highlv necessary, and endorses publie authorities having the 
right to acquire and dispose of land that may be necessary through the operation 
of the entire program. 

Point 6.—In the absence of a private insurance program, at reasonable rates, 
the committee believes the Government should immediately establish flood insur- 
ance for the inhabitants of the flood planes and this program should be Nation- 
wide in application, covering not only flood disasters, but other such disasters as 
earthquakes, ete. 

If the private insurance companies develop such a program at reasonable rates 
then the Government program should be withdrawn. 

Point 7 —The committee is aware of the impact being made on the States and 
their political subdivision by the flood. To the degree that each State is able 
through present laws and future laws, we believe some responsibility should be 
taken by the States and their political subdivisions in financing the rehabilitation 
of the affected areas. 

Private organizations, the American Red Cross, Salvation Army, and others 
did and are doing a magnificent job in relief and rehabilitation work in the flooded 
areas of Missouri. 

We most certainly are indebted to the activities on the part of such Federal 
agencies as PMA, RFC, FHA, and others. They have helped and are continuing 
to help. 

Credit being extended by banks and other lending agencies are proving of great 
benefit. The $2'4 million made available to Missouri, and expended in aeccord- 
ance with Public Law 875 is likewise of material benefit. It is being used for the 
rehabilitation of sewer systems, water plants, etc. 

The efforts of individuals and expenditures by municipalities, counties, and the 
State, are of great help and are operating on a continuing basis. 

All this helps but more is needed. In a disaster of this magnitude the com- 
bined resources now available, including those of Federal agencies, the States, the 
loeal governmental units, and private organizations, are not enougk to quickly 
restore the productivity and economical vitality of the region. 

The $400,000,000 is needed. It is needed now. It is not my intent, however, 
to recommend that the Congress establish a precedent whereby indemnity pay- 
ments will be paid henceforth and forever. 

My thinking is like that expressed by the members of the Missouri Flood 
Rehabilitation Committee in point 1, where is stated, ‘‘we recommend partial 
indemnification for physical loss of, or damage to, such tangible real or personal 
property as may be deemed administratively possible and based on need.” 

We feel that it is most desirable to restore the productive potential of the area 
at the earliest time possible. 

Once some kind of disaster insurance is made available, indemnification should, 
and I believe would, become a thing of the past. 

If this money is appropriated, the State of Missouri stands ready and willing to 
cooperate in the restoration of the productive potential of the devastated area to 
the fullest possible extent consistent with Missouri law, and available resources. 
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In behalf of Governor Smith, the citizens of the State of Missouri, and myself, 
want to express thanks to the members of this committee for the privilege of 
presenting our thoughts concerning what we believe to be a grave set of circum- 
stances which certainly merits serious thought by the Members of Congress. 

If this committee or any member desires further information which I was not 
ome to give in this limited time I'll be most happy to try to supply that 
information. 


Thanks very kindly for your courtesy. 


First I would like to say that the letter from the Governor of Mis- 
souri to Colonel Howse, dated September 6, was written on the basis 
of information compiled by various departments or divisions of the 
State government in Missouri. 

It contains likewise the seven general points of policy that were ap- 
proved by the Governor of Missouri’s Flood Rehabilitation Com- 
mittee. 

It so happened that I was vice president of that committee, and I 
might say, Mr. Chairman, that for the past few weeks I have been 
acting chairman, at least, because of the illness of the chairman. 

I wanted to launch into the facts here, indicating that we have 
experienced a catastrophe, but I believe that has been well brought out, 
certainly. I will skip to page 2, the lower part of the page. 

I would like to say that there are a number of ways, I believe, to 
attack this proposition of whether or not the $400,000,000 should be 
a on the basis of the bill pending. 

think the best way to get at it, in my view at least, is that we 
can’t lose sight of the humanitarian aspects of the situation. Cer- 
tainly we all feel sorry for people who are in any sort of a disaster. 

I lean seriously, however, that this thing weuld have come to the 
point that it has on that basis alone. I believe the situation that is 
facing us now is that this has taken a great area out of production, 
and it is a most inconvenient time, as far as the Nation is concerned, 
with a small war on hand and a big one threatening at any time. 

I believe that if the $400,000,000 were appropriated, it would go a 
long way toward rehabilitating the devasted area, and it would felp 
to restore the productive potential. 

With estimates running as high as two and a quarter billion dollars 
or more for the damage inflicted, I think anyone would see that it 
would not go too far. 

At the top of page 3 I get into the matter of some of our losses. 

For the State as a whole, we estimate our agricultural losses as 
one-hundred-and-sixty-three-odd-million dollars, and it is the consensus 
of the members of our 25-man State committee, that that is conserva- 
tive, as are a lot of the other estimates. 

I feel, for example, that they figured the anticipated yield and the 
anticipated return per unit to be sold low. 

My home county is Randolph County, in the north-central part of 
Missouri. The 66 counties in Missouri that were declared disaster 
counties, did not include my county, but, due to the excessive rain, 
I know that we used two tractors on the combine to harvest the wheat. 

Some of our corn was plowed only one time and some only twice, 
when all should have been cultivated a minimum of three times. 

Because of the restricted cultivation, the inability to use weed spray, 


and the inability to get nitrogen applied, the yields will be cut nearly 
in half. 
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That has happened to my neighbors, too. Even so, we are not ask- 
ing for anything back for us. For me personally, the excessive rain- 
fall, the wind, and what not, has been a considerable financial loss. 

We don’t feel that we would be justified in asking for anything in 
return, and we are not. 

Now, it is a lot different, though, when we get down to the bottoms. 
There are 117,778 farms in the 66 counties designated as disaster 
counties. Of those, 11,119 farms were directly damaged by the flood. 
Of those, some 30,815 acres, valued in excess of $3,000,000, were so 
physically damaged by cutting, excessive silt or sand deposits, debris, 
and so forth, as to be unfit for agricultural purposes for an indefinite 
time. It might be years in the future. 

In addition to that, the damage to those eleven-thousand-odd farms 
that is, the buildings, including dwellings, farm machinery, and farm 
and home equipment, and fences, either damaged or destroyed, 
amounts to $3,077,000. 

Our department of education estimates that the damage to schools 
is in the neighborhood of $35,000. It so happens that the only schools 
that were damaged in Missouri were of the one-room or smaller types, 
situated in the butteiis. and so that loss was not excessive. 


The Red Cross has reported the fact that 3,686 homes were damaged 
or destroyed. I feel certain that that probably isn’t half of the num- 
ber. It is an extremely conservative figure. 

The highway people tell us that the cost of rehabilitating the high- 
way system will be $1,590,000, of which $1,200,000 will be State 
funds. The rest, I guess, will be on a matching basis. 


The county road system was the hardest hit. We estimate that it 
will take $3,500,000 to put the county road system back into usable 
condition. In some places the roads were washed out, as were cul- 
verts and bridges and so on. They are particularly hard hit. 

The department of corrections, or the penal system, had land and 
buildings in the bottoms that we thought would be found safe for all 
time to come. They figure their loss in crops at $271,000 and the 
damage to buildings as $100,000. 

Now, here I would like to point out that in each of these cases, the 
State highway department, the department of corrections, the schools 
and what not, no one is asking for any help on those. The State will 
put that back. 

The same would be true for the Missouri National Guard, which 
spent $43,902.34 in the flood area during and immediately after the 
period of high water. 

The State division of health has already expended $17,000 assisting 
those in flooded areas. Again that figure is some several days old and 
would be multiplied by now. 

During the first 3 weeks in August initial claims for unemployment 
compensation increased 47.3 percent over the corresponding period in 
1950. The division further states that when the floodwaters swept 
into the Kansas City west bottoms industrial district, approximately 
53,000 persons became unemployed. The division further estimated 
that 2,500 jobs in Missouri were permanently destroyed as the result 
of the flood damage in the ravaged areas. 

In seven of the State employment offices, located in Kansas City, 
Lexington, Jefferson City, Washington, St. Charles, St. Louis, and 
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Cape Girardeau, all along the flooded Missouri and Mississippi Rivers, 
the total benefit payments amounted to $508,589 during July this 
year. 

The director of the State department of revenue makes the following 
estimates of tax losses as the result of the flood: Fuel oil division, 
$7,500, representing loss of taxes on fuel oil destroyed by both flood 
and resultant fires; income tax, $500,000; sales tax, $1,000,000. While 
the estimate for loss in real and personal taxes cannot be figured at 
this time, the director of revenue places an over-all total estimate 
of the tax losses in Missouri at $1,750,000. 

It has been most difficult, practically impossible, for us to get a 

ood estimate on the number of businesses and the amount of loss in 
Missouri. I understand that the Corps of Engineers has a survey 
that is something like 95 percent complete, but what that 95 percent is 
I was unable to find out. 

The following estimate of business losses has been made by the 
American Red Cross: In excess of $25,000 damage, Kansas City claims 
244 firms, North Kansas City, 1 concern, and east bottoms of Kansas 
City, 1 concern; business losses less than $25,000, in Kansas City 205 
firms, North Kansas City and east bottoms 13, Blue Valley area of 
Kansas City 3. There were 304 small businesses damaged in the 
immediate Kansas City area, including grocery stores, hardware 
stores, barber shops, and so forth. 

You will recognize the fact right off that all of those are right in 
or close to Kansas City. It does not take into account on down to 
Lexington and Booneville and Jefferson City and Washington and 
other towns where part of those towns are in the bottoms. 

I would like to point these out for the reason that Missouri—and 
I believe it is true for the other States in the area—as a State has 
spent considerable sums of money. This comes out sometimes in 
ways that it is hard to estimate. For example, inspectors from the 
department of agriculture were able to help in a lot of cases. 

he people from the division of health on food supplies and stores 
and what not spent a lot of time in man-hours and money and ex- 
penses that never show up in such a report as this. We, for example, 
sent two scale-testing trucks into Kansas City, which was never done 
before. They always perform that function for themselves, as a city. 
But they took their equipment off their trucks to use, to move people 
and their belongings and what not, and as the scales were cleaned out 
and the mud taken out and put back into use they wanted them tested 
immediately. 

Many of those services are offered by the State, and it does not 
show up, so I am not a bit surprised at the fact that as time goes on 
and more figures come to light the total losses continue to pile up. 

The seven broad points of policy agreed upon by the members of 
the Missouri Flood Rehabilitation Committee are as follows: I 
believe some of these are particularly related to points that have come 
up here in questioning, and I feel they are very important. 

Point 1. We recommend partial indemnification for physical loss 
of, or damage to, such tangible real or personal property as may be 
deemed administratively feasible and based on need. Up to there 
that says a whole lot because we had a decided difference of opinion 
among the members of that 25-man committee. This was what they 
finally came out with. 
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There were those that in the first place were opposed to indemni- 
fication. ‘There were those that thought it was needed and justified. 
It came up this way, which I believe by watching those words care- 
fully you can recognize that it is a compromise. It goes on to state 
that such indemnification shall not exceed $20,000 for all claims of 
any one person, and shall in no case exceed 80 percent of an amount 
equal to the cost of replacing, rehabilitating, repairing, or recon- 
structing such property, less depreciation, as may be necessary to 
put such property into its former productive capacity. 

That came out, to enlarge on it just a little bit, for this reason: A 
lot of Kansas City stockyards on the Kansas side—a number of us 
were familiar with their operations, and they rebuilt sections about 
each year over a long period of time, not trying to do the whole job 
in any one year. We agreed in meetings of the committee that it 
would not be justifiable to pay indemnity to put back fencing, for 
example, that was 15 years old, that they were going to have to replace 
next year anyway. You have to differentiate between those things, 
and the same thing holds true for homes and businesses and what not. 

We also suggest that such formula as may be developed be made 
applicable to all affected disbursing agencies of the Federal Govern- 
ment, so as to provide a program as nearly equitable as possible to all 
segments of the affected population. Many thought that debt ex- 
tension as brought out in point 2 rather than debt adjustment would 
go a long way toward solving the problem. 

Point 2. Debt extension, rather than debt adjustment, is required 
in the majority of cases. Where adjustment is required each case 
must be settled on the basis of net worth of the debtor and in a manner 
acceptable both to creditor and debtor. 

Point 3: We recommend that the Government guarantee loans on 
liberal terms on a percentage basis, for the purehase of existing homes 
or the construction of new homes to replace housing destroyed by the 
flood. The Federal Housing Administration seems to be the appro- 
priate agency to handle the necessary arrangements in urban areas; 
in rural areas, building loans should be handled by the Farmers Home 
Administration. 

Point 4: We endorse the suggested idea of Government-guaranteed 
loans for the rehabilitation of industry and agriculture. We suggest 
these loans should be made at a low rate of interest on a long-term 
basis, either through the appropriate Government agency or through 
local commercial banks on a guaranteed basis. 

Point 5: The committee believes the avoidance of jerry-built and 
indiscriminate construction to be highly necessary, and endorses public 
authorities having the right to acquire and dispose of land that may 
be necessary through the operation of the entire program. 

Most States, I think, are able to do that; Kansas and Missouri 
to be careful to at least exercise some restraint. Ours in Missouri are 
on a county basis. If they want to vote to pass it, to keep people 
from building in an area, it is possible. That thing goes very slowly, 
however, and I expect in some cases they will be back in the low- 
lying area. 

Point 6: In the absence of a private insurance program, at reason- 
able rates, the committee believes the Government should immediately 
establish flood insurance for the inhabitants of the flood plains and 
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this program should be Nation-wide in application, covering not only 
flood disasters, but other such disasters as earthquakes, ad so forth. 

If the private insurance companies develop such a p at 
reasonable rates then the Government program should be widiiionion. 

Point 7: The committee is aware of the impact being made on the 
States and their political subdivisions by the flood. To the degree 
that each State is able through present laws and future laws, we 
believe some responsibility should be taken by the States and their 
political subdivisions in financing the rehabilitation of the affected 
areas. 

We want to go on record, too, as saying that the Salvation Army 
and many others did do a magnificent job in rehabilitation work in 
our flooded area. 

Private organizations—the American Red Cross, Salvation Army, 
and others—did and are doing a magnificent job in relief and rehabili- 
tation work in the flooded areas of Missouri. 

We most certainly are indebted to the activities on the part of 
such Federal agencies as PMA, RFC, FHA, and others. They have 
helped and are continuing to help. 

Credit being extended by banks and other lending agencies is prov- 
ing of great benefit. The two and a half million dollars made available 
to Missouri, and expended in accordance with Public Law 875, is 
likewise of material benefit. It is being used for the rehabilitation of 
sewer systems, water plants, and so forth. 

The efforts of individuals and expenditures by municipalities, coun- 
= and the State, are of great help and are operating on a continuing 

asis. 

All this helps but more is needed. In a disaster of this magnitude 
the combined resources now available, including those of sederal 
agencies, the States, the local governmental units, and private organ- 
izations, are not enough to quickly restore the productivity and eco- 
nomical vitality of the region. 

Gentlemen, I feel as though that is a very important point. I 
think, on the one hand, that if the Congress does not see fit to appro- 
priate the $400,000,000, then eventually the area will be-back into 
production. Can we afford to wait and let it take its time that way, 
or should we speed it up when we need all of the production we can get? 

It is not my intent, however, to recommend to the members of this 
committee or the Congress that we establish a precedent whereby 
indemnity payments will be paid henceforth and forever. 

My thinking is like that expressed by the members of the Missouri 
Flood Rehabilitation Committee in point 1, where it is stated: 

We recommend partial indemnification for phvsical loss of, or damage to, such 
tangible real or personal property as may be deemed administratively possible 
and based on need. 

I would like to point out that we think a man who has independent 
income or resources from outside some place need not be indemnified. 
We have a number of examples along the Missouri River where men 
own, say, three or four or five or six hundred acres on the hill. Their 
buildings are up there, their grain storage spaces were up there, their 
livestock and so on, and they cropped the bottoms. If they lost that 
crop certainly that is like an inventory in a shoe store in the city or a 
grocery store, and no one to my knowledge on the Missouri committee 
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peeponod that they be indemnified for crops that they expected to 
arvest and so on. 

We feel that it is most desirable to restore the productive potential 
of the area at the earliest time possible. 

Once some kind of disaster insurance is made available, indemnifica- 
tion should, and I believe would, become a thing of the past, and not 
come up to haunt the Members of the Congress from now on. 

If this money is appropriated, the State of Missouri stands ready 
and willing to cooperate in the restoration of the productive potential 
of the devastated area to the fullest possible extent consistent with 
Missouri law and available resources. 

In behalf of Governor Smith, the citizens of the State of Missouri, 
and myself, I want to express thanks to the members of this committee 
for the privilege of presenting our thoughts concerning what we believe 
to be a grave set of circumstances which certainly merits serious 
thought by the Members of Congress. 

If this committee or any member desires further information which 
I was not able to give in this limited time I’ll be most happy to try to 
supply that information. 

Thanks very kindly for your courtesy. 

Mr. Norreuu. Does that conclude your general statement? 

Mr. THornsure. Yes, sir. 

Mr. Norre.u. I want to ask you this question: You represent 
Governor Smith of Missouri. You have given us a detailed report of 
the damages to that State. Has everything possible been done so 
far as you know of an emergency nature to give aid and help to the 
citizens of Missouri who suffered flood damages? 

‘Mr. THornpure. As far as I know. They have been helped in a 
lot of ways. As I say, the Kansas City Star one night last week 
carried a great list in very small print of the RFC loans that have been 
made. I believe it was applications that were on file. Everybody 
that I know of has done everything they could within the limits of the 
money available and consistent with Missouri law. 

Mr. Norre tt. If this program is continued until completed so far 
as the law stands today, do you think the RFC and the Housing 
Administration and the other agencies of the Government can take 
care of all the emergency work that exists down there? 

Mr. THornsura. I could not say that. 

Mr. Norre tt. In what respect, then, will it not? 

Mr. TuorngurG. This morning, for example, I believe it was at 
least partially brought out. We talked about it in our committee, 
and I believe at the time it was brought out a little bit later at a joint 
meeting, the executive committee of the Missouri committee and the 
Kansas committee and the Greater Kansas City committee. 

You can figure one man, one lifetime. He can figure that generally 
speaking one man will raise a family and pay for one farm in one life- 
time. He would probably do the same thing on the basis of a home 
in the city if he depends on a job, which a great many—in fact, the 
great majority—of people that were flooded out in the Greater Kansas 
City area were in this situation. 

Others would pay for one business in a lifetime. It was pointed 
out that North Topeka, and we can duplicate it a great number of 
times in Missouri where a veteran bought a house, paid too much 
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for it probably, but we will say this, that he paid $12,000 for a home, 
and he paid for, he had that much equity. 

Mr. Norret. I am not talking about an indemnity program, | 
am talking about the emergency. 

Mr. Tuornspurc. The emergency? 

Mr. Norretu. Yes, sir. 

Mr. TuHornpurG. You mean everybody having a dry place to 
sleep and eat? 

Mr. Norre ut. If the work presently going on is continued until 
the emergency angle is over and until it is completed, that will put 
all victims certainly on some basis of existence, is that not right? 

Mr. THornsure. | believe that is right. I will put it this way: I 
do not believe anybody is hungry. 

Mr. Norre.u. Do you mean to recommend to this committee that, 
where a man’s grocery store stock of $100,000 is washed away, the 
Federal Government ought to indemnify him to that extent? 

Mr. THornBure. No, sir. 

Mr. Norreii. What do you recommend? 

Mr. THorNnBuRG. We brought out that in the first place he might 
have assets over and above that, and that might eliminate. him. 
Secondly, we have the $20,000 limit. Thirdly, we did not feel like, 
we did not recommend, in fact, we recommended the other way, that 
inventory be not considered, his stock in that grocery store, for 
example. 

Mr. Norre.u. Then, do you think that industries would be put in 
better shape than they are now if they could not collect more than 
$20,000? 

Mr. THornpurc. I do not know that I just follow you, Mr. 
Chairman. 

Mr. Norre ut. If you do not help any claimant beyond the amount 
of $20,000, would the industries of that section be very much improved? 
Say I own a saw mill and it is washed away and I present a claim for 
indemnification. I cannot collect more than $20,000. Would that 
put me in shape to make much of an industrial contribution? 

Mr. THornsura. I believe it would help a whole lot because you 
take care of a great number in that case and then when you get into 
the giant corporations, Genera! Motors, or the International Harvester 
Co., they have assets of their own. 

Mr. Norrevu. Then, you are in favor of the enactment of the 
House bills, one introduced by Mr. Bolling of Missouri and another 
introduced by Mr. Moulder of Missouri? 

Mr. THORNBURG. Yes, sir. 

Mr. Norre.t. I wish you would have the Governor or somebody for 
him prepare a list showing the amount that the State of Missouri has 
contributed and give us a breakdown of where this money has gone. 
Can you give us an amount now as the Governor of Kansas did? 

Mr. THorneurc. | willsure try. We have these figures here about 
the highway system, National Guard, the division of health, and so on. 

Mr. Norre. Just as the Governor did this morning. 

Mr. THORNBURG. Yes, sir. 

Mr. Norre tv. I wish you would do that. 

Mr. TuHorneura. Yes, sir. 

(The information referred to is as follows: ‘E 


EXEcuTIVE OFFICE, 
State or Missovurl, 


Jefferson City, September 24, 1951. 
Hon. W. F. Norre.u, 


House Appropriations Committee, 
Washington, D. C. 

Dear Mr. Nore.v: In compliance with your request made verbally to Hon. 
Robert T. Thornburg, Missouri commissioner of agriculture and my represent- 
ative in Washington Friday afternoon, September 21, 1951, I submit the follow- 
ing: 

The bonded indebtedness of Missouri, as of August 31, 1951, is $29,000,000— 
all highway bonds. 

The Missouri National Guard spent $43,902.34 in the Kansas City flood area 
during and immediately after the period of high water. 

The State division of health has expended $17,485.60 assis*ing those in flooded 
areas, including the cost of typhoid vaccines. 

The Missouri Department of Corrections has now revised the estimates of its 
flood loss upward to $450,000. Expenditures thi: date are approximately $40,000, 
which is all that is available from current appropriations. The Department 
director is now appearing before appropriation committees of the State lezislature 
presenting losses in detail and urging State rehabilitation funds. 

In seven of the State employment offices, located in Kansas City, Lexington, 
Jefferson City, Washington, St. Charles, St. Louis, and Cape Girardeau, all along 
the flooded Missouri and Mississippi Rivers, the total benefit payments amounted 
to $508,569 during July and $568,000 in August. The director of the division of 
employment security states $150,000 of the expenditure was from State funds 
attributed entirely to disastrous floods in July. 

The Missouri Highway Department estimates the cost for rehabilitation of 
State road system will be $1,590,000 with the State putting up $1,200,000. There 
has been $197,695 spent to date in making emergeney repsirs cased by flood- 
weters. There are stil highways in Missouri nuw bei iz flo ded r-zular.y by the 
slightest rise in the Missouri river due to levees being washed out. Permanent 
repair work on these highways cannot be commenced until river levees are re- 
stored. 

The complete expenditure of funds by the State and its various political sub- 
divisions is not fully reflected in the figures above. There have been consider- 
able amounts spent in the regular everyday activities of the various State depart- 
ments and local governments, 2s well as by the corporetions and individuals in 
the flooded areas, which are unreported and which are not available to State 
authorities at this time. However, 2 conscientious effort has been made to con- 
servatively set forth as requested the State expenditures directly attributed to 
the greatest flood in Missouri history. 

I am deeply appreciative for the courtesy and attention accorded Mr. Thorn- 
burg at the time he appeared before the subcommittee and for the serious con- 
sideration being given to Missouri in this great emergency. 

Yours very truly, 
Forrest Siri, Governor. 

Mr. Norrety. Mr. Whitten? 

Mr. Wuirten. I do not know that I have anything further, Mr. 
Chairman. 

Mr. Norrevi. Mr. Clevenger? 

Mr. Cievencer. Mr. Thornburg, you know there are some things 
that it would not hurt if someone mentioned them, the fact that 
private business sometimes in these catastrophes does certain things. 

For instance, a pharmaceutical company in my section of the coun- 
try replaced every dollar of their stuff that the customers lost in that 
area. It is not very often that private enterprise gets a boost around 
Washington, but I want to put that boost in and I might say that that 
is not the only instance. 

They voluntarily replaced all the damaged products of the retailers 
and wholesalers. It is an example of what the people collectively can 
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Mr. Tuornsore. I did not use the words as well as you did, but I 
tried to bring that out, even individuals. Lots of people have helped, 
lots of people, individual companies. 

Mr. CLevencer. I said something nice about your people the other 
day, when you were not here, because I lived up in headwaters of the 
Chariton, the Grand, and I still have a chunk of land up there, although 
I have not lived there for 50 years, but my brothers live there, and I 
know some of these people, and the fellow that sells them short is 
crazy. 

There will be crops growing on practically every acre of this this 
fall, and they will be started for spring, and nature will help out. 
Those people can take it; I know them. 

Mr. THornsurc. Thank you. 

Mr. Norrewty. Mr. Cotton? 

Mr. Corron. Would you just add to that memorandum the chair- 
man asked for, what the debt of the State of Missouri is, if you have 
one? 

Mr. THornpura. Yes. 

Mr. Corron. Thank you. 

Mr. Norreiu. We thank you very kindly for coming before us, 
and I believe that concludes your statement? 

Mr. THornBuRG. Thank you, gentlemen. 

Mr. Norre.u. We are glad to have with us our friend from Okla- 
homa, Mr. LeRoy Powers. We will be glad to hear from you at this 
time, Mr. Powers. 

& Mr. Powers. Thank you, Mr. Chairman. 

piso NorreE vu. Will you please state who you represent, and so on, 

ease? 

: Mr. Powers. My name is LeRoy Powers, and I am here repre- 
senting Gov. Johnston Murray of Oklahoma. I am the Governor’s 
personal attorney and have been handling most of the work in con- 
nection with flood matters, since this flood arose there, for the 
Governor. 

Governor Murray asked me to express to you and the committee 
his regrets for being unable to be here, and his appreciation for having 
been invited, and to tell you that he is grateful that you men are con- 
sidering our problem. 

Mr. Norretu. You tell the Governor we are sorry that he could 
not be here, but that you did a good job in his place. 

Mr. Powers. I certainly will convey that message. 

The hour is getting late, and I do not want to take too much time. 
I would like to discuss about three things briefly with you. 

First, a general statement of the conditions, and what our losses 
were in Oklahoma, and second, what the needs are there, as we see 
them, and third, what the State and its lesser subdivisions have 
done and are doing and continue to do to help themselves. 

Now, we are grateful to you for the assistance that has already been 
given us by the various Federal agencies. The Housing and Home 
Finance Agency has helped us immeasurably in ——e and repairing 
community facilities, public facilities. They calculated $245,000 to 
date for that purpose, $100,000 of which has been advanced. The 
rest has not been advanced, because all the projects involved have 
not been approved so far. 
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We are working on that on the basis of both State and the Federal 
engineers approving the project before we advance the money to 
lesser subdivisions. 

In addition to that $245,000, there have been loans made by the 
various Federal agencies, such as the RFC, the Farm Home Adminis- 
tration, those agencies, and I do not know the exact amount of the 
loans that ey have made, although I have some figures on them. 

As to our damage, it occurred primarily in the northeastern part 
of the State in what is called Ottawa County. We also had two other 
counties, Kay County and Jefferson County that were seriously 
affected. 

The northeastern part of the State, Ottawa County, which is 
Mr. Schwabe’s district, happens to be the part of the State where I 
was born and reared, and I know it well. In fact, I was born and 
reared on a farm between the Neosha River and Spring River, which 
run together to form the Grand River. The city of Miami, about 
12,000 population, had better than 1,000 homes, about 1,200 homes, 
which were either completely or partially inundated. 

To give you just a brief idea of the severity of the flood, the normal 
elevation of the river there is 745 feet. The previous highest flood 
in history there, the river had reached the point of 773 feet. On this 
occasion it reached 787.5 feet. 

The Corps of Engineers predicted it to within about 6 inches, but 
the people did not believe them. They could not foresee a flood of 
that intensity coming down that river. In other words, the river 
was forty-some-odd feet above normal elevation in Miami. 

There is a little college that we have out there, about 2 miles from 
the river, and there is a hill between the college and the river, and no 
one ever dreamed that the river would get out to the college. In 
fact, they evacuated people out to the college dormitories. e first 
thing they had to do was evacuate the people out of the dormitories, 

Here is a picture of our basketball court in the gymnasium of that 
college, about 2 miles from the river, which just gives you a general 
idea as to the situation. It is the same thing exactly as in Missouri 
and Kansas, except, fortunately, on a small scale. 

Our total losses run in excess of $20,000,000. I will break that down 
briefly: County and city highways, and bridges, $314,545.70; State 
and Federal highways and bridges, $1,750,000. That gives us a total 
for highways and bridges and streets—no, that does not include 
streets—highways and bridges, $2,064,554. Then we have city 
streets, $42,815.50, which includes the two towns, Waurika and 
Miami. 

Then we have public utilities which include such things as water 
wells, sewage-disposal plants, sewers and things of that nature, 
$91,697. The electric system at Miami was out, and the sewer sys- 
tem was practically out. They were fortunate that they had a 
stand-by plant there that they could put into operation, and the 
electricity was not affected, and that gave limited service until the 
other was repaired. 

Next we have public schools and hospitals. The city of Waurika 
had three grade schools damaged. The water at Waurika never got 
up high enough to actually destroy any homes totally. It got in 
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lower floors in places, and in basements. These schools all had base- 
ments damaged and their heating systems were affected, $5,419. 

In Miami there was one grade school affected; $4,605 or a total of 
$10,024 for schools. 

Then we have State institutions. Our Northeastern College, the 
damage was estimated at $87,000. The State has already put out 
$75,000 from out contingency and emergency funds on that. 

Then we have Cameron Agricultural College, which was not in the 
flooded area, but about the same time had high winds and rain that 
tore a roof off and pushed some walls in on the auditorium and we 
have allocated $55,000 to them. They had a fire at a hospital and 
that will cost us about $325,000. The only reason I mention those is 
because that money is coming from the State and that is the only 
place it can come from to repair those. 

We have county buildings damaged in floods amounting to $38,000, 
chiefly those involving fairgrounds buildings, public sale buildings, 
and things like that, which were about the only buildings owned by 
the counties. 

On our land damage, cropland, $1,190,000 and noncropland, 
$1,211,000. 

There were crop losses of nearly $7,000,000. The farm homes 
that were destroyed or damaged amounted to $1,452,000. Other 
farm buildings, $342,571 and other things, including machinery and 
equipment, fencing, livestock, farm levees and stored grains, brings 
us up to a total of farm damage, including the land, crops, homes 
and all, of $11,485,461. 

Then we have the homes that were not on the farms, but homes 
in the city of Miami and the city of Waurika, and there were about 
50 homes completely destroyed, just washed away or fell apart, taken 
off the foundations. There were 350 that were almost totally de- 
stroyed and 985 that were damaged in addition to those others. The 
total estimate on that is $2,038,750. 

The personal property damage has been estimated at somewhere 
between $750,000 and $1,000,000. 

As far as industry and commerce is concerned, we did not have so 
much of that, most of it was small businesses, other than the railroads 
which had some damage there, and they lumped theirs off and included 
it with Kansas and Oklahoma together, and I do not know just how 
much of that applies to Oklahoma, but in any event, we have an 
estimate of $3,700,000 for industry and commerce and $100,000 for 
inventories that were lost. I know of one instance where a lumber yard 
close to the river lost $35,000, approximately, worth of stock, and 
everything the man had was out in the open lot, just floated off. He 
had not even bothered to try to restock; he now has a job working 
for the State. 

Mr. Norreii. How much damage was there to individuals? 

Mr. Powers. I say roughly about $14,000,000 or $15,000,000. 
There is about $11,500,000 for farms, farm homes and things of that 
nature. There is over $2,000,000 to city homes, which makes 
$13,500,000. Then we have about $1,000,000 in property damage 
which would be $14,500,000, and nearly $4,000,000 in industrial 
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damage which makes $17,000,000 or $18,000,000, counting industrial 
damage, that would be at least damage to private individuals, as 
distinguished from damage to public facilities. 

The need to meet the situation is something else, and that is what 
you are confronted here with now. First of all, there is the immediate 
need of alleviating the conditions that these people find themselves in. 
The political subdivisions of the State are, I think, faring pretty well 
under the provisions of Public Law 875. 

The city of Miami was fortunate, in that it had some money on 
hand. It is located in a portion of our State which has a higher ratio 
of evaluations than some other portions of the State, although they 
are all supposed, theoretically, to be equal. It had some funds on 
hand, and I believe they had $40,000. Well, that goes a long way 
towards helping them help themselves out. 

On the other hand, the situation that has worried us most, and that 
we have been confronted with most often, is the individuals that con- 
stantly have written us, called us, wired us, and talked to us—and 
they showed up there when the senatorial committee came up to 
Miami. 

Their idea has been all the time—and they constantly repeat it— 
that there is a gap in the program provided that no existing facilities 
meet; that there are so many of them who either are not eligible, for 
some reason or other, for some of these loans, or they are just in a 
situation where a loan would do them no good or would overburden 
them. In any event they feel like some kind of direct help is the only 
thing that would help them. We have had that time and time again 
and that the meeting that was held up there when Senators Kerr and 
Monroney and Chavez and the two Senators from Kansas, I believe, 
and one Senator from Missouri was there, quite a number of the local 
residents came there, and a number of the local prominent citizens 
were at that meeting and expressed those views. 

It has been said here what a great job the RFC has done and I am 
sure they have. We are certainly grateful for everything they have 
done, but I do want to point out this: that I have some figures here as 
of the first of September. 

Mr. Norre wt. Is that what the State or Federal Government has 
done? 

Mr. Powers. This is with regard to the RFC. If I may, I would 
like to comment on one little thing here to make a point. 

Mr. Norretu. All right. 

Mr. Powers. They had interviewed 429 people about loans. Out 
of those 429, after they got through interviewing them, only 126 made 
applications for loans; 113 of those applications were granted. 

Now they have loaned about $250,000 up there. I believe it was 
the gentleman over here, Mr. Whitten, who said that very few of them, 
hardly any at all, had been refused applications. The point is that 
they do not get refused, they tell them whether or not to make appli- 
cations. There were 429 people who wanted loans. 

Mr. Norre.tu. Why did not the remaining individuals make appli- 
cations if they needed assistance, do you know? 

Mr. Powers. The only thing I know is | presume—and I have been 
told—they tell them either they are not eligible or for one reason 
or another that their particular loss is not covered by the provisions 


of the RFC. 





294 


At any rate I merely use that to show that there is a gap in here that. 
needs somehow to be filled, either by loans of a different nature, as 
advocated in this legislation, or by direct indemnification. 

Now it is our idea, and I speak for the Governor on this, that these 
people should be rehabilitated; that is, they should be brought back 
so that the head of the family can earn a living, so that we can re- 
adjust and get the economy of that section of the State back in more 
or less normal operation, to get them back on a productive basis, 
whatever it takes to rehabilitate them. If it takes a loan, why, 
that is fine. If they can make a private loan, why, that is fine. it 
it has to be a private loan, or having to take direct indemnification 
to some extent to rehabilitate them, that is what we think they 
need too. 

The Governor does not advocate just a blanket indemnification 
system, without any strings attached to it. I do not think that is 
the intention—only so far as it is needed to get them back on a 
productive basis, and to get the economy of the community back in 
normal operation. 

There has been some question raised as to the difference between 
one disaster, a so-called big one, and a little one. 

Of course, there is no difference, perhaps, to the individual but 
there is this difference. The big disaster, the entire economy of a 
State, a community and perhaps even the Nation, is interrupted to 
some extent. In a little isolated case, where the community is. 
wiped out, the State and the local agencies—the church, and so on— 
help out. A big thing gets out of their ability to handle it. 

With regard to flood insurance, there again is a matter with which 
we are not particularly advised, but we have done this on our own in 
Oklahoma. We have begun investigating, and the Governor just a 
few days ago requested our board of affairs to inquire into the matter of 
insurance companies, as to whether they could purchase any kind of 
deductible disaster insurance—that is, $50,000 deductible or $100,000 
deductible, that would cover not only flood, but windstorm, tornado, 
and the like. 

It has been from discussion with various people on these matters: 
that there is no particular reason why an actuarial basis could not be 
worked out for this kind of insurance, and if we object to it merely 
upon the grounds that the people would take it because they are the 
ones most likely to be affected, why, everybody who drives an auto- 
mobile and buys automobile insurance is likel to have an accident. 
Everybody who buys life insurance is sure as heck going to die some 
time. 

I might pomt out again there as to the feasibility of it: A flood like 
this had never happened there before. It might never happen again. 
They might pay insurance premiums the rest of their lives, and never 
have a thing like this happen to them again. I do not think this thing 
would necessarily fall by its own weight like you said the crop imsur- 
ance did. 

I certainly do not want to quibble with anyone about the authority 
that you gentlemen have to enact this kind of legislation. I do not 
really know—that is a matter for you gentlemen to decide. In fact 
that and the wisdom of it is a matter for you to decide. As I said 
before, we are grateful that you are considering it for us. 
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As to what we have done there ourselves, we have a contingency and 
emergency fund of $500,000 in the State. I pointed out to you that 
we have $325,000 of that obligated to replace dining-room and cooking 
facilities at an insane hospital that were destroyed by fire. We got 
$87,000 committed, $75,000 paid out for this college, $55,000 for 
another college. That makes $467,000 out of that $500,000. We 
are likely to have to finish up the rest of our biennium with practically 
nothing in our contingency fund. 

The cities and counties themselves have hadsomemoney. As I said, 
Miami had approximately $40,000 while the county up there had 
$750,000. 

Mr. Norrevu, Let me make this statement, if you do not mind: 

I wish you would prepare for the record an itemized statement of 
the amount of aid that Oklahoma has furnished, and let that show 
where the money went. Then, if you can give a similar breakdown 
as to the municipalities and counties, I would like to have that. 

Mr. Powers. I will be glad to do that. Shall I mail it direct to the 
committee? 

Mr. Norre.w. Send it to the Appropriations Committee of the 
House. 

Mr. Powers. Yes, sir. 

(The information referred to is as follows:) 


STATE oF OKLAHOMA, 
OFFICE OF THE GOVERNOR, 
Oklahoma City, September 27, 1951. 
Hon. CLARENCE CANNON, 
Chairman, House Appropriations Committee, 
Capitol Building, Washington, D. C. 

Dear Str: In compliance with the request of the chairman of the subcommittee 
conducting the hearings on the President’s requested legislation for flood relief, 
we are enclosing 10 copies of a statement showing the amount of State and local 
funds expended for flood relief and for the repair and replacement of public 
facilities destroyed or damaged by the recent floods in Oklahoma, 

You will note from the figures previously given the subcommittee that the 
damage caused by floods in Oklahoma was in excess of $20 million. You will note, 
also, from the statement enclosed herewith that State and local expenditures will 
exceed $2 million. 

We have, at the present time, been allocated $250,000 by the Housing and 
Home Finance Agency of which $100,000 has been advanced. 

These figures are pointed out so that it may be clear that the State of Oklahoma 
and its lesser subdivisions are making every effort from their own resources to 
repair the damage done and to rehabilitate the people involved to the fullest 
extent that our financial resources and our constitution and laws will permit. 

Again let us thank you for the opportunity of appearing before your committee, 
and for your consideration of our problems. 

Very truly yours, 
JOHNSTON Murray, Governor. 
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State and local funds expended or anticipated to be expended for flood relief and for 
the repair and replacement of public facilities damaged or destroyed by flood 




















School-dis- County 
City funds | trict funds funds | State funds 

BE eshte nee cutkecaciccout doipensesteionie $40, 000 UR ss oe as ee ee 

Miami nonschool, nonmail roads_-_._......|....--.....-..}-------------- Ree ee ee 

pS eS “ERC, (SRO SIRE: REC Se 1 RRS I 
Emergency relief vouchers: 

RRS FREESE "SECURE EPO | SURO AEE Eine! Eke ORL SARs May Meera e $3, 760. 00 

Ottawa Jeep wR Sel ya Napili RS See, GR Si, EER Shahi Aa A GCS Stee 4) ok SA Ge 9, 020. 00 

i” ee COT aes ees i BSR eA OIE Oe eee ae 340. 00 

For! health ¢ epartment (for above counties) .|_..........-.-}]--.-.---2- 22.2]. 2, 740. 32 
OCR OLDE LEE, CRETE PE AR, OE EE 2, 600. 00 
Department of public welfare grants: 

a alll RRL IR EA RS ae SG cere eile, Uo pend MEA eh, PRE Lule pli ah 905. 00 

a | ACRE Se ieee See OP. a eee re Se ph ..settd<aidinn LEGS. 6, 240. 00 

Set Spe EP ere cee, PRR MMM (mee Tee acs. apie’ sane Teena Re 45, 921. 60 

Deprun tasds es se Mie abe cddbenkbeoraek 3, 942. 40 

SASF SRR ESS SSSR er PS NES CR SRG ES 6, 849. 60 

ee SiG S EEL. eR CLAN, CS aeiines FS ED BE MEd Sy eS 5, 524. 80 

lf eS a ee ESP MITE ate Rreeyeye srr 5, 529. 60 
Highways: 

Kay and Ottawa County flood repair 3__.._|.......-..-2.-|------ 2 eee 701, 800. 00 

Additional flood damage and repair. ......|............--|.-----.-2-----}o-2 eee 300, 000. 00 

ere eee ee Ms COUN Och on os cnn ce adn ccemansecnaplodewacannancee 750, 000. 00 
Colleges: 

peoreuenseerm A. @ Oe, OCameie, Bilan 2) o.oo ihc ccc de 85, 080. 00 

RS OR ae SE Seen Ree: Te ee 55, 000. 00 

NE iis inig nothdubthbicvakh idadqeudnwsie 40, 000 750 930 1, 985, 253. 32 








1 Denotes cities and counties, that in addition to local funds expended solely for flood work, are using their 


own personnel and equipment. 


2 Denotes amount set ~ + on 12 months’ basis beginning July 1951, for additional assistance over normal 


program, required by fi 


3 Denotes estimated Senei—taade not yet expended but it is anticipated that these expenditures will 


have to be made from State funds. 


Mr. Powers. One other thing: Our State highways, that I men- 


tioned a while ago, $1,750,000; there is no way that that can be taken 
care of except by the State itself. You might add that on every 
dollar we take out of our highway fund to use for reconstruction and 
repair of damages takes away money that could be used for matching 
Government funds for new construction. It really costs us double 
on that. 

ote is about all I have to say. 

Mr. Norre.u. Are there any questions? 

Mr. Curvencer. I would like to know a little more about your 
story here of the rejections on these RFC loans. Do I understand 
that these people who were refused loans were people whose homes 
had been badly damaged, or put out of business, or just capricious 
claims, and everybody came through and just came in and thought 
that it was to be a distribution of largesse? 

Mr. Powers. Probably there were some of those. 

Mr. Cuievencer. Will you give me those figures again? How 
many applied and how many were rejected? It did not tally with 
the testimony of the RFC. 

Mr. Powers. I will tell you where I got these figures. These 
figures were sent to me by the Housing and Home Finance Agency, 
that weekly make an investigation of what all the agencies have been 
doing. They showed that up to August 30 there had been 429 inter- 
views about loans; than 204 of those people requested application 
blanks, which is less than half of them. “Out of that number, only 
126 actually filed applications. 

Mr. CLEVENGER. W fell, now, you said something about people just 


being turned away for one reason or another when it got to the 
application stage? 


a ee | 
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Mr. Powers. If I left that impression, I did not mean to, 

Mr. Cievencer. All right. 

Mr. Powers, I meant to say this, sir: that that many people had 
come in there for interviews about loans, according to their records. 
Obviously, those people, for some reason or another, wanted to investi- 
gate the facilities of that department. Now, in discussing the matters 
with some of those people, and this is with just a very few—I have 
been up in this area half a dozen times recently, and I talked to mostly 
the people in charge of these agencies and some of the individuals. 
Some people have said this—for instance, one man told me that he 
had inquired about getting a loan to replace inventory, and they told 
him that that was not a basis for eligibility under the RFC loan 
provision, to replace inventories. 

Mr. CLevenGer. I might say that it leads up to this: His State and 
mine, and four others contiguous States, my State paid somewhere 
between five and a half and six billion dollars this year. We are begin- 
ning to wonder if we cannot get some national insurance to protect us, 
not just for this thing, but for the same kind of program all over the 
World, until our people are wondering what comes next. 

Six States up there are contiguous to us and are getting six and a 
half percent of this bill for everything, every kind of thing you can 
think of, from school lunches up and down. Pretty soon the National 
Government is facing—it has gotten now to the bottom of its taxable 
resources—our Ways and Means Committee are throwing up their 
hands in despair about what to tax next. We are going to face, 
according to the President, some $10 billion worth of deficit. This 
committee is being made dizzy with the things hurled at us and through 
us. When we look at this thing as part of what we are not legally 
justified or allowed to do, all of us, every one of these members of the 
subcommittee will get a panning from the writers and editors, and 
that will be our reward for sitting through this. My State absorbed 
a flood bigger than this one, an area covering 200 by 300 miles, and 
involving not only the St. Lawrence watershed, but the Mississippi 
shed. It built it back and paid for it by assessing the property thai 
lay within that area that was protected from the flood, and we did it 
40 years ago, nearly—1914. 

We sympathize with you and we have seen, I might say, floods that 
make yours in Oklahoma this year look like a Sunday school. Indiana 
had one at Vincennes that never made the headlines like this) We 
want to help you and we want to save you, but do not magnify. 

You have one county that got its feet wet. Let’s button up in the 
old American spirit and go on; do not throw your hands up. 

Mr. Powers. I was about to say one more. thing to the gentleman 
there. 

We certainly have not thrown our hands up and we certainly are 
grateful for what we got. 

Mr. CLevencer. You are lucky that you only had one county 
affected. 

Mr. Norretv. Thank you very much. 

Mr. Powers. Thank you, gentlemen. 

Mr. Norreti. Now, gentlemen, we come to our next witness, the 
long-suffering and distinguished gentleman from the State of Illinois, 
Mr. Yung. 

We will be glad to hear from you at this time, Mr. Yung. 

Mr. Yuna. Thank you, Mr. Chairman. 
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I am Roy Yung, and I am personally representing the Governor 
of Illinois, Governor Stevenson. 

I am the director of agriculture for Illinois, and also a member of 
the Illinois Water Resources and Flood Control Board, a continuing 
body which has been in effect for many, many years. 

Even though I have been a member of that committee, and have 
been at some meetings, I have not been taking leadership in this 
flood-control work in our State. Our director of public works and 
buildings has been doing that job. 

Up until last evening, I thought Mr. Casey was coming down here. 
I do not have a prepared statement, but I would just like to make a 
few statements for the Governor, on behalf of the people of our State. 

Governor Stevenson declared, as a result of the flood back in July, 
that an emergency existed in six of our counties, for the most part 
counties bordering along the Mississippi River, and south of the city 
of St. Louis and north of Cairo. I believe there was one exception 
which was Pulaski County, in Ohio, which borders up from the city 
of Cairo. These counties were declared disaster counties after the 
Governor and some others of his staff had made some on-the-spot checks 
of the situation. 

In addition, in Hlinois, there are 14 other counties that are declared 
as disaster area and qualifying under Public Law 38. These are the 
counties, along with the 6—20 total—that of course are in that pro- 
gram as set up and functioning, under the Secretary of the United 
States Department of Agriculture. 

In the Governor’s spot checks that he made, and other information 
that he had, he has found county roads and State roads, bridges and 
our levees and many of our public facilities damaged. In total I 
would like to report that we have estimated our damage in Illinois 
to be approximately $30,000,000. 

About $27,000,000 of that is agricultural damage to individuals and 
about $500,000 is residential, which includes homes and belongings. 

Then we have commercial, including buildings and inventories, 
amounting to about three-quarters of a million, and public-service 
facilities; roads, bridges, electric-power facilities, phone service, and 
so forth, another three-quarters of a million dollars, which gives the 
total mentioned. 

These figures, of course, as well as others I may give, are subject 
to revision. 

I would estimate that probably by the first of July next year, 
which will be about a year from the time this happened, short of a 
year, that probably our local bodies, including our municipalities, 
our townships, our counties, State, and so on, will be putting one- 
half to possibly one million for the bringing of these facilities back 
into shape. 

We must realize, of course, that all these areas, with these certain 
damages, that people have located in those areas where there is 
acknowledged risk, and with that acknowledged risk of course they 
are not paying quite the rentals in those areas that some other people 
might be paying in other areas. Therefore, to some extent, their 
ae is lessened, if you understand my meaning there, proportion- 
ately. 


We, in Illinois, of course, want to be sure that our people qualify, 
under all Federal-assistance programs in line with what other States 
are doing. Certainly our emergency is just as great as any other 
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State that is in the midwestern region, except, of course, it is on @ 
much smaller basis, because there is less of our area affected. These 
flood damages that we had to some extent were, of course, as a result 
of rains in Illinois, but that is only to a small extent. The greater 
part of it is rains to the north and to the west of Illimois. As I said, 
the greater part is below St. Louis; however, our entire flood region 
this time has extended from Quincy, IIl., to Cairo, and you can well 
realize that that is about where rivers from the west and from the 
north come in with the extra water that hit us. 

We did have some 20-inch rains in 24 hours in central Illinois, up 
in the counties of Livingston, Woodward, and so forth. 

Mr. CLevencer. Did the Rock bring any flood conditions to you? 

Mr. Yuna. Not to any extent. 

That is our situation there. We recognize that insofar as possible 
assistance can be given, we should go as far as possible under existing 
agencies. This however seems to be some beyond that point, and 
other consideration possibly should be given for some emergency 
appropriation. 

On the other hand we must acknowledge that all appropriations, 
the money has to be raised from some source. We just want to be 
very fair in every respect concerning this whole program. We do 
think that flood control is primarily a national problem. Now, that 
is particularly true in your severe floods and certainly not so true on 
your smaller streams, even though they are tributary to the larger 
streams. 

I mentioned the losses, and of course, the needs are these—these 
local political subdivisions are very hard hit. 

As an example, Alexander County, Ill., will have expended, by the 
time they get their necessary services back in shape, practically all 
their existing funds. They will not have funds for their normal 
repairs. 

Mr. Norretyi. How much is that, do you know? 

Mr. Yuna. Well, in that county—it is among our smaller counties, 
and it is going to be somewhere around $40,000. I am saying $40,000 
short, my reference to that figure—I do not have any other indi- 
vidual county or municipality figures, but in total these cities and 
these other political subdivisions are—like they are in other States— 
they are short of funds other than for their norma! operations. 

Mr. Citeveneer. Your Cairo levees and the levees on the Ohio 
and Mississippi held? They were not topped? 

Mr. Yune. Excepi one county on the Ohio at the very tip of our 
State. 

If appropriations are approved and are required to be on matching 
basis, the State of Illinois will, of course, present whatever is the 
necessary program to the next legislature, which will be in January 
1953. They will use present funds insofar as it is possible to go. 
They have up to this time alerted all State Agencies to do everything 
possible to alleviate suffering, in other words, to assist in this entire 
program wherever that is possible for them to do so. 

I believe, in substance, gentlemen, that that is just about all that 
we had to suggest. 

Mr. Norre.v. I would like to ask you to compile a statement 
somewhat similar to the statements I have asked for from Kansas, 
Missouri, and Oklahoma, regarding the amount of assistance that the 
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State of Illinois has given to its stricken area, and, if you can, com- 
pile what the municipalities and counties have done in that area. 

Mr. Yune. Yes, sir. 

(The information referred to was not received in time for printing.) 

Mr. Corron. Mr. Chairman, I simply want to say what I think the 
chairman said a moment ago to Mr. Powers and Mr. Yung, that we 
appreciate their long wait, and we appreciate the statement which 
they have given. 

Mr. Norretu. Thank you very kindly, Mr. Yung. 

Did you want to say something, Mr. Powers? 

Mr. Powers. I wanted to assure you gentlemen that in my re- 
marks about the loans up there, and the job that the Federal agencies 
up there have done, I meant no criticism of those agencies. 

What I meant was that I thought there were situations where the 
regulations of their particular agencies did not allow them to assist 
in the matter. 

Mr. Norre ci. Thank you. 

We have some very interested Members of Congress here. They 
want to help out in this situation, each and every one of them, in 
every way possible. They are capable and alert, and have asked to 
be heard. 

The Members who wish to be heard are: Mr. Bolling, of Missouri, 
who is the author of H. R. 5259; Mr. Scrivner, of Kansas; Mr. Schwabe, 
of Oklahoma; Mr. Cole, of Kansas; Mr. Carnahan, of Missouri; 
Mr. George, of Kansas; Mr. Rees, of Kansas; and Mr. Morris, of 
Oklahoma. 


At this time I am going to ask these gentlemen to insert whatever 


statement they desire into the record, and then if they desire to, give 
the committee a summary of their statement. 
Mr. Bolling? 


WITNESS 


HON. RICHARD BOLLING, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MISSOURI 


Mr. Bouirne. Mr. Chairman, I have a prepared statement here, 
which I will give to the reporter. 

It is a pleasure and a privilege for me to appear before you and the 
other distinguished members of this subcommittee of the great Com- 
mittee on Appropriations in support of the legislation proposed in 
President Truman’s message of August 20 to the Congress and em- 
bodied in H. R. 5259, a bill making appropriations for the rehabilita- 
tion of midwestern flood-stricken areas and for other purposes. 

It is not my purpose in this statement to discuss with you the 
detailed provisions of the proposal or to place before you more flood- 
damage statistics. You are as familiar with the bill’s provisions as I, 
and you and the staff have spent days in gathering facts. No doubt 
from many sources you have been flooded by pictures, letters, pam- 
phlets,-articles, and statistics vividly showing the catastrophic damage 
which the great flood caused. Of gourse, at the conclusion of this 
statement, I will be glad to answer any questions you desire to ask me. 

In my statement, however, I wish to go to the heart of the problem 
that now confronts you. I am as acutely aware of that problem as 
you are. You and other Members of the Congress are asking your- 
selves a number of important questions, among them: Why for the 
first time in our history is the Congress being asked to appropriate 
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money to partially indemnify individual citizens for the damage they 
suffered from an act of God? Why is flood insurance now proposed? 
And finally, why has this proposal been made in the form of a direct 
request for appropriations rather than in the more usual manner? 

I will attempt to answer these questions. 

The answer to the first question is that unprecedented disaster 
requires unprecedented measures. There have been many terrible 
floods, many terrible fires, many terrible windstorms. There has 
never been a flood or other natural disaster in our Nation’s history 
as great as the Kansas-Missouri flood of 1951. The great flood 
affected not only thousands of individuals but hundreds of towns and 
cities, disrupted the communications of great parts of whole States. 
The great flood has had an enormous impact on our Nation’s defense 
mobilization effort. The great flood may have seriously damaged the 
world’s food supply. The great flood is the greatest of all our natural 
disasters. 

In the past the capacities of individuals, cities, counties, States, and 
national organizations, such as the American Red Cross and the 
Salvation Army, have been sufficient to restore individuals and areas 
to economic and social health. They are not sufficient to do that job 
today. I came to this conclusion in late July after personally viewing 
the aftermath of disaster, not only from the perspective of an airplane 
but also from the ground where on foot and by car I saw and smelled 
and heard what the uncontrolled waters had done to business and 
industry and always to people. Nothing that has happened since 
has changed my judgment. More recent events have only strength- 
ened my conviction that a program of Federal grants-in-aid is 
essential if this great food and industrial production area is to be 
restored to its full capacity to produce in behalf of freedom. 

Unprecedented, yes, although we can point to the similar program 
of the Philippine War Damage Commission; unprecedented, yes, 
but so was this flood and so in its time was the Constitution of the 
United States. This area represents an important part of the strength 
of the United States, of the free world. We have broken many 
precedents in recent years to strengthen the free world. 

Surely the precedent is not the point. Getting the job done is the 
point—getting the job done for our own people in our own country. 

The second question deals with flood insurance. Private insurance 
companies find themselves unable to adequately spread the risk so 
that their premiums will not be prohibitive for flood insurance in areas 
like the area recently stricken. Can we as a Nation afford to let any 
part of those areas be abandoned, those areas which produce so much 
of agricultural and industrial goods, at a time when we are mobilizing 
all our resources in defense of our freedom? I think not. I think we 
must face up realistically to this problem. Some system of Federal 
flood insurance, probable reinsurance, is essential if we are to use all 
our valuable human and material resources in these difficult and 
dangerous times. 

Third, why should this proposal be in the form of an appropriation 
request? The answer to that is the urgent necessity for the fastest 
congressional action possible. Thousands of individual human beings 
are still displaced, thousands of acres of once productive lands need 
reconditioning, whole areas are still virtually paralyzed. Action must 
be taken at once. Every moment counts. In addition, there is talk 
of the adjournment of Congress in the near future. Obviously it 
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would take longer first to pass authorizing legislation and then appro- 
priations legislation in both House and Senate than to do the job in 
one step in each body. 

Finally I would like to point out the relationship between the flood 
insurance and indemnification provisions. It is said that providing 
for indemnification in this disaster will set a precedent resulting in 
untold billions of dollars in similar claims from future disasters. 
The provision of flood insurance will automatically take care of that 
problem. If flood insurance is made available on a Nation-wide basis 
no can be no sound basis for claims for losses resulting from similar 

oods. 

I have one additional thing which I think bears on the question 
raised by members of this subcommittee of whether or not loans will 
do the job. I have received many, many letters, and I am sure your 
committee has too. I have one in my: pocket from a man in North 
Kansas City. He says that he has been offered a loan, that a loan 
has been discussed with him. He has virtually nothing left. He 
owes $200 on the remaining property. 

This man is a workman who obviously had great difficulty in writing 
this letter. This man would not be helped by another loan on top of 
his other debts. An additional loan would mean absolutely nothing 
to him in terms of rehabilitating him as a part of the area catastrophi- 
cally stricken. 

I will not put the letter in the record, but it is here, and if anyone 
would like to see it, it is truly pathetic. It shows what the Red Cross 
and other national organizations have been able to do. It is not 
enough. 

Mr. Norreiu. Mr. Whitten? 

Mr. Wuirten. Mr. Chairman, I do not know that I have anything 
further. I realize that it is hard to hold our ideas firm under the con- 
ditions which affect the people out there. The type of case that our 
colleague raises here, I know they have those cases there, and cer- 
tainly it is a case for direct relief, but I do think that getting into a 
field of paying based on loss or indemnification is a sufficient departure 
from what has been considered the proper place of Government that 
it should have more than offhand consideration before any changes are 
made. 

This is well recognized in Missouri and Kansas, and I understand 
they have put in their constitutions provisions prohibiting the pay- 
ment to a certain person a certain amount of money. We had that 
experience in reconstruction days in my State. 

You start off with doing it in these very meritorious cases, but 
you end up with a legislative body that starts issuing checks to their 
friends and ignoring the opposition. Now that was the experience 
of my State. It is a risky thing. Whether the contribution should 
be made to the Red Cross in this case, or whether the Federal Govern- 
ment should do something, I do not know. I do feel that it is a suffi- 
cient change in what we have previously done that it should have 
thorough consideration, more than this subcommittee can give it. 

Mr. Bouurne. | know these are the ones that are bothering you. 

Mr. Norretu. Thank you, sir. 

Mr. Botutne. Thank you, gentlemen. 

Mr. Norrewu. The next witness will be Mr. Scrivner of Kansas. 
We will be glad to hear from you, Mr. Serivner. 
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I might say that I am receiving these witnesses in the order of 
their request. 


WITNESS 


HON. ERRETT P. SCRIVNER, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF KANSAS 


Mr. Scrivner. On behalf of the thousands of persons in the Second 
District of Kansas who were victims of what is recognized as the 
greatest flood disaster in the Nation’s history, I wish to express 
appreciation for considering their plight. 

Inasmuch as administration officials have discussed fully the detailed 
provisions of the pending legislation, my remarks will be confined 
largely to the personal side, for through me the flood victims speak 
to you. 

As I have so frequently said: The need is great; the need is now. If 
these poor people, and I say poor advisedly for the vast majority are 
working people without means, are to benefit by congressional action, 
that action must be now. Cool fall days remind us that the snow 
will soon fall, yet thousands of families are left without adequate shel- 
ter and protection. 

The Red Cross has been doing an enormous job. They miscalculated 
on the enormity of the demands and the problems to be met and the 
funds that they have are not near adequate to do the job they them- 
selves would like to do. There is one group not covered under any 
presently available programs, particularly these people who owned 
no home. They were merely renters. All they had was their job, 
their family, their clothes, their furniture, and other personal belong- 
ings. They have their family, fortunately, because the loss of life 
was very small, but their clothes are gone, their furniture is gone, 
the books are gone, everything that they had except what they walked 
out with ahead of that flood is gone. 

As yet, it has been impossible to really rehabilitate them. Thousands 
are living in public shelters. Thanks to the emergency money, some 
are now being set up in trailer cities, but these are makeshift at best. 

Now there has been some question raised as to why the Federal 
Government should be called upon to do anything in this particular 
area. Well, in the first place, this was no ordinary flood and there is 
a great feeling that had it not been for the situation arising due to 
lack of adequate flood warning, this catastrophe would not have hit 
so many people so hard. Up to 8:30 or 9 o’clock of the night of the 
flood, and possibly later, when the waters started breaking through 
about 3 or 4 o’clock in the morning, the radio messages were going 
out to these people. They were all glued to the radios, I can tell you 
that. Those messages read something like this: 

In the opinion of the engineers, the dikes will hold. 


Now these people there had been raised in the belief that those 
dikes and levees along Argentine and Armourdale would hold. They 
pinned their faith on the dikes most of which had been built by private 
funds by the Kaw Valley drainage district, later supplemented by a 
rather large Federal program there. These people did not receive the 
warning in time except to remove themselves, and many of them just 
got out ahead of the terrific torrent of water as it came down Kansas 
Avenue and Osage Avenue. 
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If they had had an adequate warning they could have gotten them- 
selves out, they could have gotten their furniture out, and their 
clothes out, and now it would be merely a matter of finding shelter. 

I live in Kansas City, Kans. I know those people. I have known 
many of them and known them for years, and some I served with in 
World War I. I can tell you, for instance, of one widow. She and 
her husband had followed the old American principle of never spend- 
ing more than they earned. They had saved money. They invested 
in two pieces of property. They lived in one until his death and then 
she continued living in it after his death. The adjoining piece of 
property was her income plus a small pension. When the floods came 
she was lucky to get out with ber life. She is now at least 75 years old 
and a loan could not do her any good, she could not pay it out. Her 
furniture is gone, her clothing is gone, and the one piece of property 
which they had for income is gone, her home is gone. Thanks to 
the help of the Red Cross her immediate needs are provided. Her 
future as that of others is bleak. 

However, the Red Cross cannot do it all. Many have asked: 
Why from Uncle Sam? Let me say here that the people in that part 
of the country have always been absolutely self-reliant. We have gone 
through more kinds of disasters than I could take the time to describe, 
droughts, grasshoppers, and blizzards. We fought our way back on 
all of them; that was in years past. They still have courage. They 
must have help. 

Now we run into this situation, and Congress asks ‘‘Why come to 
Uncle Sam?” Here is an editorial from the Kansas City Times of 
September 11. I will not put it all in the record, but I would like to 
read at this point a short portion as follows: 

The cost is far above the resources of any private agency or combination of 
agencies. To talk about State obligation is ridiculous. The tax money goes 
to Washington. If this isn’t a national obligation, how are we to justify any of 
the huge human programs the Government has set up in recent years? 

You heard the Governor comment that we work on a pay-as-you-go 
basis, which is good, sound practice, and might well be adopted in 
many other places. 

Here is another editorial from the Kansas City Star. These two 
are from a paper in a large metropolitan area, and I am quoting from 
that one as follows: 

If Kansans could keep even half their Federal tax money at home, they could 


make a real demonstration of aid on a billion-dollar flood within the boundaries 
of the State. But that’s theory. 


I might interpose that the taxes coming from Kansas to the Federal 
are around $1,000,000,000 a vear. 


With taxes already around the limit and the greater part gone to Washington, 
the State can do little beyond restoring the physical properties belonging to the 
State. The people of Kansas look to Washington because that’s where the 
money goes. 

We don’t like this shift of all major responsibilities to Washington. We don’t 
like to see the functions of State and local government gradually drying up. 
But as long as Federal taxation takes the big end of the money, there is no point 
in arguing about it. Power and responsibility follow the tax dollars. 


Most of the talk has been about the flood on the Kaw or Kansas 
River; that made the big headlines. My district was harder hit than 
any other district in the entire flood area. We had not only the Kaw, 
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which flows through my home town, but we had down a little farther 
south the Marais des Cygnes, which rose 12 feet above any height it 
had every been in all history. Ninety-five percent of the business 
places in Ottawa, county seat of Franklin County were wiped out by the 
flood. A few of the homes were lost. And again over Labor Day, 
this month, the Marais des Cygnes was out of its banks. Old Mary 
rolled on down to Osawatomie, a rail center, doing nearly $1 million 
damage—inundating over 500 homes of that small community. 

Then a little further south and west we have the Neosho, the city 
of Iola, a third of the homes, nearly 1,000, were wiped out. Here is 
a brochure they prepared which shows that the damage in that one 
county alone from the Neosho was $7,000,000. That is a fifth of the 
entire assessed valuation of Allen County. 

I would like to have the committee look at that brochure just to 
see What was done by a small river, not the Kaw. If it had not been 
for the Kansas River flood this flood on the Neosho in Allen County 
would have made the Nation’s headlines. 

Returning to the Kansas River I could take you to Turner, Bonner 
Springs, and then up into Mr. Cole’s district to Perry and Topeka 
and Manhattan and on up the river and the story is all the same. 
Farms flooded, crops ruined, machinery filled with sand, buildings 
destroved. 

Here is what the Iola Register says about this request to Uncle 
Sam, and I want to impress on you again that these people are inde- 
pendent, they have always been independent. Part of the editorial 
says: 


And still there are people who wonder why Kansas doesn’t “help herself” in 
the matter of flood-disaster recovery rather than run to the Federal Government 
for aid. 


Help herself? What with? 
Kansas sent half a billion dollars’ worth of tax money to the Federal Govern- 


ment last year. Should she apologize for asking a fraction of it back at a time of 
unparalleled need? 


hese are simply the facts of present-day life in America. Right or wrong, 
good or bad, tax money has been siphoned into the Federal Treasury to the 
point where the Federal Government is the only one which can possibly finance 
emergency needs of any size. 
If you want money, you have to go where the money is. That is the whole 
reason Kansas is looking to Washington these days for relief from the disaster 
which has struck her. 


I realize the hour is late, I could read you letter after letter telling 
what it means to these individuals who have been completely wiped 
out, but I will not take the time to do it. 

Here is a pamphlet composed of flood pictures made up during and 
after the flood. I will leave this with the committee so that you can 
have a visual picture of the disaster that came upon us. I wish you 
could go out there and see it. I think it would give you a better under- 
standing. In addition to this, we are hurt not only in the cities but in 
the farming areas. There is a picture showing what happened in the 
farms along the Neosho, the Verdigris River, the Marais de Cygnes, 
and in the Kaw Valley. 

What can ‘you expect a farmer caught like that to do? If he is a 
well-fixed farmer, yes; but many are tenants. They own the mud- 
encased machinery but they have no wherewithal to rehabilitate 
themselves. 
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Here is another book of pictures which shows the central industrial 

district of Kansas City, Mo. I was in this area myself about the time 
these pictures were taken just as the floodwaters were receding. 
It shows what it means to business. Big business can withstand some 
of these losses with their carry-forward and back on taxes, but the 
individual is the man that I am particularly concerned with. 
_ Further than that, particularly as it relates to the rebuilding of 
business and ree**sblishing farms, there must be assurance that such 
devastation shall not occur again. Just a few short weeks after black 
Friday, July 13, the big flood—the biggest in history, far exceeding 
those of 1903, 1881, and 1844—these Kansas rivers rose again. 
Persons who had returned to their homes, who had reopened places of 
business, were warned to flee again. So recently caught, they fled, 
at great expense, of course. 

So, Mr. Chairman, in addition to the relief to be allowed under this 
bill, Congress must take all necessary steps to speedily bring about an 
adequate flood-warning system and the erection of whatever flood- 
control installations are necessary to control these rampaging rivers. 
Also some practical, workable, reasonable cost-insurance program is a 
must. 

Perhaps larger cities, with larger business interests, larger factories, 
larger capital, may come back. Smaller communities, small business, 
and the individual workingman, and the farmer, have a truly difficult 
task. 

But, Mr. Chairman, though it may not be entirely new to you, let 
me show you some more pictures. I have here a hundred or more I 
took myself just as the flood was receding. Here are pictures taken 
by the police department, and others. Here are the news headlines 
and pictures telling a graphic story of disaster. Here is a folio cover- 
ing the several rivers in the State. 

Mr. Chairman, the folks in Kansas, these folks in my home town of 
Kansas City, Kans.—friends and fellow citizens—having exhausted 
every source of help, local, county and State, being at the end of their 
resources, self-reliant though they are, must of necessity as their sole 
source of aid come to the Congress of the United States asking assist- 
ance—asking far less than this body has unhesitatingly given to 
sufferers all over the world. Congress has provided generous aid for 
war and other refugees in far-off lands. Surely Congress can.and will 
aid the flood refugees here at home. If there is any way to be found 
whereby these homeless and destitute flood sufferers can be helped, I 
am sure you gentlemen will find it. 

There is no argument about the need; the need is terrific, but if it is 
to do the job that must be done, the aid has to be now. It is not 
going to solve the problem of most of these people 6 months from now 
or 9 months from now or a year from now. If it is to be done it must. 
be done immediately. 

Thank you. 

Mr. Norre.u. Are there any questions? 

Thank you, Mr. Scrivner, very much. 

Mr. Scrivner. Thank you. 

Mr. Norre.u. Next we will hear from Mr. Schwabe. 
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WITNESS 


HON. GEORGE B. SCHWABE, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF OKLAHOMA 


Mr. Scuwase. Mr. Chairman and gentlemen of the committee, I 
am pleased to be here. I want to say at the outset, however, that I 
did not know I was to appear until a short time ago, and for that 
reason I do not have a prepared statement. 

Mr. Norrexzi. You may prepare one to insert in the record or pro- 
ceed in any manner you desire. 

Mr. Scuwase. I would like to state at this time, however, that my 
congressional district, the First Congressional District of Oklahoma, 
comprises the northeast 10 counties of the State of Oklahoma. I am 
quite familiar with the territory in the flooded area around Kansas 
City. I was born on the Marais de Cygnes over the line out of 
Kansas in Missouri, which has just been referred to by Congressman 
Scrivner. 

I know the situation that he has described at Ottawa, Kans. I 
have had occasion many, many times to be in his district where he 
has described these serious flood conditions and know the situation is 
about as he has described it, although I have not seen all of it. 

I also want to suggest that our trouble in northeastern Oklahoma 
comes from rains that fall in Kansas. The southwestern fourth of 
Kansas gives us all our water trouble. We have no disposition to 
sue Kansas, Mr. Chairman, but we have a decided disposition to 
insist that the preventive measures which heretofore have been 
authorized by Congress be followed in that the dams in southeastern 
Kansas which constitute the watershed of the rivers that flow through 
northeastern Oklahoma and do the damages there be constructed. 
If that is done, if it had been done, we would not ve sustained the 
serious losses that we have sustained in 1951. 

I think any competent engineer will testify to that fact. For 
instance, the Toronto Dam in Kansas, the Kaw River Dam, the 
Neosho Dam, and others have all been authorized by Congress. I 
have the late request from the President, and one of the items in- 
cluded in the new civil functions amendment that was submitted in 
the Senate and adopted by the Senate covers the Toronto Dam to 
the extent of starting money, $3,000,000. 

These other dams should have been constructed. The one on Fall 
River has been completed, and it did a tremendous amount of good 
in preventing floods down on the Verdigris River, of which the Fall 
River is a tributary in Kansas. 

Likewise we coustructed a dam at the Kansas-Oklahoma line just 
over in Oklahoma known as the Hula Dam on the Caney River, and 
that has also been of tremendous benefit. 

If we can and will encourage the construction of these smaller dams 
upstream in Kansas we will not have the trouble in my district of the 
northeast quarter of Oklahoma. And if we go down to the south- 
western part of the State where the soil-conservation program has 
been carried out near Cordell, Okla., we can see there the greatest 
example in America where taking care of water where it falls has been 
accomplished, and the Washita River was not flooded in 1951 because 
of the precautions that have been taken. 
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We need that sort of work, and I believe as a permanent measure 
this committee should encourage, recommend, and even appropriate 
for that. 

Now my humble opinion is that the direct indemnity is not the 
solution. I think these agencies of Government that have already 
been set up to handle this situation can and will do the job ade- 
quately if given aun opportunity to do so, and if given the funds with 
which to do the job. 1 so recommend. 

I might say that the people of my district have suffered from the 
flood in Miami, Okla., for instance, and Nowata, Okla. First, Miami, 
Okla., is on what we call the Grand River. In Kansas it is called the 
Neosho River. Just before it gets to us it was flooded, and it flooded 
us on the Grand River. So Miami probably suffered most next to 
Kansas City, and I am sure next to Kansas City area had the greatest 
disaster of any place in the country. But it was not because of rains 
we had in Oklahoma but because of rains in Kansas and there was 
nothing there to hold the water back. 

Likewise on the Verdigris River, which rises up in Kansas, and has 
as its tributaries the Fall River and the Elk River and several other 
small streams, dams should be constructed. If we want to really 
solve this problem, prevent future disasters, my humble opinion is that 
flood prevention primarily as contradistinguished from flood control 
is the first essential for our consideration. 

I emphasize flood prevention. With all the known and recognized 
and demonstrated methods that we have, that I feel is the program. 

Now, then, so far as the other parts of this program are concerned, 
I fear the consequences of embarking on the insurance program. Let 
us insure by preventing, and we will get a lot further and we will 
accomplish more. We have had these floods down there on the Grand 
River, which is the Neosho extended into Oklahoma, and on the Verdi- 
gris River and on the Caney River for over 40 years. I have lived 
there, and I have had a number of farms inundated during this 
disaster every year for over 30 years on these streams. I know that 
it is not just a happenstance on this occasion. 

It has been a regular occurrence, and that is why we want flood 
prevention upstream and on the watershed. 

I hope if any of you gentlemen have questions you will feel free to 
ask them of me. I know the territory pretty well, and I have rescued 
many people and much livestock during these disasters during my 
lifetime, although not during this last one because I was here. 

I want to say that my people probably have received the least 
attention financially in proportion to the damage done, and they are 
not complaining. They want relief; they want Telief in the right way 
and administered by the rec ognized agencies of Government, which 
we have entrusted with those responsibilities heretofore and which I 
think we should continue to entrust with them. 

Mr. Norre tu. All right, Judge. 

Are there any questions? 

Mr. Wuirren. I just want to say for the record that, the gentleman 
from Oklahoma and the gentleman from Missouri that preceded him, 
Mr. Scrivner, and others, are interested in. this problem and are coming 
to the Congress in the hope that it would provide whatever relief it 
could. In the interest of time we have not commented much on their 
remarks, but we do know how heartfelt their statements are. 
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Mr. Scuwase. That is certainly true. 

Mr. Norreuu. Thank you, Judge, for appearing before us. 
Mr. Scuwase. Thank you. 

Mr. Norre.u. Next we will hear from Mr. Cole of Kansas. 


WITNESS 


HON. ALBERT M. COLE, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF KANSAS. 


Mr. Cote. Thank you, Mr. Chairman. I have a very short 
statement. 

Congress decided many years ago that floods are national problems 
to be dealt with by the Federal Government. The recent disaster in 
Kansas, Missouri, Oklahoma, and Nebraska has been declared by 
the President to be a major national catastrophe, affecting the 
economy of the entire country. Congress appropriated $25 million 
for emergency relief, recognizing this Federal responsibility. So the 
question of legal and economic justification for the measure is estab- 
lished. 

Two other issues remain. First, is it proper for the Federal Gov- 
ernment to provide grants-in-aid to individuals who suffered loss in 
the disaster? 

We have spent billions of dollars in Marshall-plan aid to rehabilitate 
war-torn Europe. Direct grants have been made to various foreign 
nations for flood relief. Im view of this precedent, the question 
becomes: How can it be proper not to aid our own people? 

Flood disasters fall into a different category from all other destruc- 
tive forces. The mdividual may secure insurance to reimburse him 
for loss from fire and tornado, but not from flood. 

Here again, we find the Federal Government has established a 
precedent in the war damage insurance program. Private insurance 
companies cannot indemnify either war or flood damages. If war 
damage, therefore, is a proper field for Government aid, then flood 
damage falls into the same class. 

Budget and time limitations require the Federal Government to 
pick and choose between areas in which flood-control projects are to 
be built. It seems fair to assume, therefore, that the Government 
accept some responsibility to the people in those areas not protected. 

Grants-in-aid to individuals who have suffered loss by reason of 
floods is a proper Federal Government program. 

For the future, a system of Government insurance, or reinsurance 
program, will help protect the people from these disasters. 

The final issue remains: Can we afford to do it? 

The easy answer is to say if we can afford the billions of dollars in 
ECA then we can afford this aid. 

But, I have another answer, Mr. Chairman, the rehabilitation of 
destroyed homes will pay off in good citizenship. The reestablish- 
ment of the economy of the Midwest will be a sound financial invest- 
ment. 

Mr. Chairman, I ask the question, how can the Federal Govern- 
ment afford not to grant this relief to its own people? 

Thank you very much, Mr. Chairman. 

Mr. Norreuu. Are there any questions? 

Thank you. 
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Mr. Coxe. Thank you, gentlemen. 
Mr. Norrett. The next witness will be our colleague, Mr. Carna- 
han from Missouri. 


WITNESS 


HON. A. 8S. J. CARNAHAN, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MISSOURI 


Mr. Carnanan. Mr. Chairman and gentlemen of the committee, 
I will be brief. 

Mr. Chairman and gentlemen of the committee, I appreciate the 
opportunity of appearing before you in support of legislation for the 
rehabilitation of the unprecedented disaster from recent floods in 
Kansas, Missouri, and Oklahoma. 

I visited stricken areas in Kansas and Missouri and assure you 
gentlemen that words are inadequate to give anything like a true 
picture of the devastation inflicted on such a vast area in so short a 
time. Only a personal visit to the area will give any reasonable 
grasp of the wreckage. 

Estimates of the damage, and the complete losses, are nothing 
more than estimates, having been constantly revised upward as the 
details are pieced together. 

Thad brought to my attention the case of a house that was evaluated 
after the flood, and it was stated that it could be rehabilitated and 
lived in again. But then in a few days the house collapsed, so in 
my opinion it would take years before the losses could be totally 
summed up. 

In this country we do not take the view that a man’s misfortunes, 
especially those suffered absolutely through no fault of his own, must 
be his own affair. Nor do we accept the idea that a stricken com- 
munity must be left to flounder in its inability to rebuild the ravages 
of forces over which the area alone has no control. 

In my opinion floods of such ravaging proportion can be prevented 
and of course preventive measures should have had more attention 
during recent years. But to say that the catastrophe could have 
been prevented does not meet the present needs. Thousands of busi- 
nesses are gone, families are without homes, jobs are gone, and in 
too many cases there is no credit available. Victims of the flood must 
have a chance to get back to farming, reopen their businesses, build 
another home, or find another job. It isn’t reasonable to expect the 
local area to carry a burden of this size. In a disaster of such magni- 
tude, only the Federal Government is capable of providing the barest 
essential restoration. 

I therefore ask and urge this committee to report out legislation for 
action by the House similar to H. R. 5259, H. R. 5022, and S. 1935. 
Such legislation should provide for (1) immediate indemnity to flood 
victims for a portion of their losses; (2) liberal term loans for restora- 
tion of homes, businesses, and farms; (3) loans to local and State 
governments for assistance in rehabilitation, and (4) funds to set up 
a system of disaster insurance. 

Attention must of course be given to effective long-range planning. 
In my judgment floods can be prevented at a cost less than the 
damages they inflict. There is thus no excuse for any further delay 
in attacking the problem. Certainly conflicts between different 
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groups as to methods should not be permitted to delay effective 
planning. 

An Bective long-range plan, to meet the needs of the entire area, 
should be formulated as soon as possible. In my opinion water can 
be retained in the general area where it falls as rain long enough to 
effect orderly pests and a plan for such effective flood prevention 
can and must provide for the conservation and maximum use of all 
the resources of the entire valley. 

I will support appropriations for essential immediate rehabilitation 
of present losses ant also any nceessary legislation for a long-term plan 
to insure that it doesn’t happen again. 

Thank you. 

Mr. Norrety. Any questions? 

Thank you, Mr. Carnahan, very much. 

Mr. Carnauan. Thank you, gentlemen. 

Mr. Norre.u. At this time we will hear from Mr. George. 


WITNESS 


HON. MYRON V. GEORGE, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF KANSAS 


Mr. Grorce. Mr. Chairman, I will be very brief, because the senior 

members of our Kansas delegation have well covered our situation. 

I have driven in most of the stricken area in Kansas, and it is really 

a tremendous loss. A person who has not seen what has happened in 

those valleys cannot realize what has happened to the most productive 

art of our State. Over 2,500,000 acres of land have lost their crops. 
t will take years to bring this land back into full production. 

As Mr. Schwabe said, I happen to be the guilty fellow, because the 
water from the part of the State I represent runs down into Oklahoma. 
Until we construct our flood control-dams, we have no choice but to 
dump the water on Oklahoma; it is bound to go in that direction. 

After viewing what has happened in Kansas City and up and down 
the Kaw River, and the Neosho and Virdigris and their tributaries, 
I have convinced myself that the productive capacity of this country 
is dependent upon us getting all this land into production and increas- 
ing the productive capacity and building up, also, the industrial capac- 
ity which is vital to this country. 

I have been able to convince myself that it is to the national interest 
rather than the individual good to put those valleys and our cities and 
our industries back into full production. 

I wish at this point to put into the record a resolution passed by the 
Kansas Legislative Council. 

(The information presented is as follows:) 


Resouution No. 1. MEMORIALIZING THE CONGRESS OF THE UNITED States To 
Promptity Enact FLoop-RELIEF LEGISLATION 


Whereas during the month of July 1951 the State of Kansas experienced the 
most devastating and worst flood in its entire history; and 

Whereas approximately 70 counties and 126 cities in this State have been 
materially affected and have received flood damage and loss; and 

Whereas it is estimated that total damage to community facilities of some 80 
Kansas cities worst hit by the ravaging floodwaters exceeds $33,000,000, and the 
loss and damage suffered by the counties to highways and bridges alone amount 
to approximately $14,500,000; and 
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Whereas by reason of washed-out and broken dikes and levees, various drainage 
districts and associations organized throughout the State for the protection of 
both public and private property have sustained losses totaling several million 
dollars; and 

Whereas the State of Kansas as a separate entity of government has also 
suffered substantial loss to buildings and other property and also damage to State 
highways, the damages to the State highway system being estimated in the sum 
of $6,232,000; and 

Whereas it is impossible to make an accurate estimate as to the physical damage 
to private property, but the damage to such property has been estimated at 
$1,000,000,000, but this figure does not take into consideration the loss sustained 
by railroads and other transportation facilities, community facilities, and indus- 
trial plants; and 

Whereas according to the American Red Cross, approximately 19,000 families 
in the State of Kansas were made homeless by the floods; and 

Whereas 20,248 farms, comprising 2,886,275 acres, were damages by the flood; 
and 

Whereas other farm losses, including buildings, machinery, crops, livestock and, 
grain have been estimated to total $76,338,477; and 

Whereas the flood which caused these unprecedented and devastating losses 
was, as stated by the Topeka Daily Capital, ‘‘not a Kansas flood, it was a regional 
flood caused by water which fell over an area extending far beyond Kansas bor- 
ders. It affected rivers which have been the recognized responsibility of the 
Federal Government, and whose control cannot possibly be made the responsi- 
bility of the individual States. It was the greatest flood in the history of this 
country, in terms of dollar damage. The State of Kansas and its subdivisions 
could tax every piece of property to the limit and would still be unable to raise 
enough money to pay the bill’’; and 

Whereas there are now pending in the Congress of the United States several 
bills which would provide relief to the flood-stricken States and their citizens, and 
particularly H. R. 5259, commonly known as the Bolling bill; and 

Whereas Col. A. E. Howse, personal representative of the Director, Office of 
Defense Mobilization, Washington, D. C., on August 30, 1951, requested Hon. 
Edward F. Arn, Governor of the State of Kansas, to furnish him with an outline 
of how such a Federal flood-relief program should be administered, and on Sep- 
tember €, 1951, Governor Arn, with the advice of the Kansas Federal-State 
Advisory Committee on Flood Matters replied to Colonel Howse’s request; and 

Whereas it is imperative that the Cangress take immediate and prompt action 
on flood relief legislation in order that the various States, their political subdivisions 
and citizens may know just what the Federal relief is to be so that they may 
proceed with the rehabilitation work that should be gotten under full sway at 
the earliest possible moment; Now, therefore, 

Be it resolved by the Legislative Council of the State of Kansas: That we respectfully 
urge and reque:t the Congress of the United States to promptly enact flood-relief 
legislation along the lines of the bill now in the Congress; namely, H. R. 5259, 
commonly known as the Bolling bill, and that it provide that the same be admin- 
istered and contain provisions in general accord with the reeommendations made 
by the Gevernor of Kansas to Col. A. E. Howse in the Governor’s letter of Sep- 
tember 6, 1951. 

Be it further resolved, That the secretary of the Legislative Council be instructed 
to transmit a copy of this resolution to each member of the Kansas delegation in 
the Congress of the United States. 


Mr. Norrewtu. Thank you, sir. 
Our next witness will be our colleague, Mr. Morris, of Oklahoma. 


WITNESS 


HON. TOBY MORRIS, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF OKLAHOMA 


Mr. Morris. Mr. Chairman and members of the committee, I 
have not had an opportunity to prepare a written statement, and I 
would like to make a very brief statement orally, at this time. 

Mr. Norre.u. We will be glad to hear from you, Mr. Morris. 

Mr. Morrts. Thank you. 
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I would like permission to revise and extend my remarks in the 
record if that is permissible. 

We all recognize the gravity of this tragedy that occurred recently. 
Down in my own district we had severe and devastating floods in 
May and June this year—mostly extending from the very northern- 
most part of my district to the southerpmost part. The cities of 
Kingfisher and Kingfisher County in the north and Waurika in Jeffer- 
son County in the south were probably the hardest hit, but a number 
of the other communities in my district were badly damaged and 
injured by reason of flood waters. 

Waurika was inundated some five times. It will not be necessary 
to go into that in detail. You have seen the pictures and heard the 
statements made by the preceding gentlemen of the results of these 
devastating floods. 

What I would like to do in the few minutes that I have, I would 
like to take up a few points and be brief about them and give you my 
views on them at this time. I would not like for you to consider the 
views I express as final legal conclusions on my part because, after more 
mature thinking, I might change my mind about it, and I am sure that 
all of us are in the same boat. We are thinking and we are thinking 
fast, and we ought to think fast and ought to act rapidly, but, of 
course, we ought to give mature consideration to these matters. 

Now, on point No. 1 that the President has raised in his recent 
message concerning this important matter he says that-— 

I recommend, therefore, that the Congress at once approve an appropriation of 
$400,000,000 for the following purposes: 

(1) To indemnify the flood victims for a portion of their loss of real and personal 

property. 
It strikes me at this time that to carry that out would not be a de- 
parture, as some have alleged, from the laws and traditions of our 
country. War is a disaster, as we all know, and yei we recognize the 
fact that when a young man is called to the colors—as I went in World 
War I, and as so many millions have gone—when he comes back home, 
we did in the last war, although they did not have it in World War I 
of which I was a participant, we provided the GI bill of rights. We 
are all for that—I certainly am. 

A part of that assistance is a recognition of the fact that the disaster 
has come on him as a result of the war and he is compensated directly, 
a direct grant to him in the nature of the GI bill of rights. He is 
given educational opportunities, direct grants, out of the Federal 
Government, and, if he is wounded in war he is paid a pension. 

I should think that that is not exactly in point, but very closely in 
point, because he had nothing to do with the making of the war; he is 
a victim of war. 

These people are victims of a disaster, just the same as war is. 
Then, in addition to that, gentlemen, it appears to me that every 
sovereign—and our Government is a sovereign, has the inherent right 
to protect and defend itself, and we could imagine a disaster being 
so great that if we could not give direct aid and assistance to our 
people, who are the victims, our whole Government and civilization 
might be destroyed. So, ! think from a legalistic standpoint, certainly 
there would be a legal right to make the grants, and we all know, as 
was suggested by the gentleman from Kansas, Mr. Cole, that we have 
spent billions of dollars for similar purposes over in foreign countries. 
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I do not want to argue the point—personally, I have voted against 
most if not all of that, because I did not believe it was the wise thing 
to do, but I will not fuss with anyone who has a different view. Cer- 
tainly if we could do that for foreign countries, we ought to be able 
to do that for our own people here. 

Then, in addition to that, as a lawyer, I believe it is very probable 
that under the commerce clause, we would have the absolute right 
to make direct grants from a legal standpoint, because we all know 
that all of these—even small creeks—are tributaries that flow into. 
larger streams that flow across State boundaries so, under the com- 
merce clause, 1 would say it is very probable that we would have a 
right, if we care to go into that, to make direct grants. I think that 
if we should make direct grants, they should be very reasonable. I 
do not think that we could at this time launch upon a program of 
restoring in toto the losses, but I do think that a very good program 
would be to take care of some portion, at least, of the losses. 

But I would like to emphasize point No. 2, to make and guarantee 
loans on liberal terms for rehabilitation and the building of homes and 
businesses to replace those destroyed. There is where I think our 
great emphasis ought to be. 

I am strong—and I am sure you are—that our theory should not 
be that the Government should give generally as a largesse gifts of 
money to strong, healthy, robust, individual people. We want to give 
our people opportunities, but we should not be giving money out of our 
Federal Treasury to able-bodied people generally. I do think that 
we should afford our people American opportunities. 

Therefore, I think that the people themselves would be better 
satisfied eventually, and that it would make our Government stronger 
to make loans in most instances, instead of the direct grants, although 
I do believe in some direct grants. 

I suggest that I do not believe our present facilities for loans are 
adequate. I thi.k these loans should be made in a new field here, a 
disaster field, and that these loans, some of them, probably, should 
be for 25 or 50 years, and the payments so low that all victims could 
eventually rehabilitate themselves. 

I do believe that we should lay emphasis on that. Then, to help the 
farmers drain and rehabilitate the land, that is not a departure, be- 
cause we are doing that in principle now, under the soil conservation 
program. 

With regard to providing funds for a national flood-disaster insur- 
ance, I do not want to comment on that because that is a phase that 
I have not had an opportunity for study and I am not an authority 
on that, and I would not want to express an opinion, except the general 
opinion that I do believe a system of insurance could be worked out 
that would be feasible. 

As a final word, I would like to say to you that it is a pleasure, 
indeed, to appear here. I appreciate very much the time you have 
given me, aa then just this final word. 

I do believe that not only for individual justice, but to keep our 
country strong, inherently we have the right to protect these people, 
and that disasters fall in a class entirely different from the ordinary 
vicissitudes of life. There is this possibility—and I do not express it 
as a final conclusion—that we might have a legal right under the 
Constitution to give direct grants to those suffering from flood disaster, 
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whereas we might not have the legal right in regard to explosions and 
other things, although I would not want to say that I would be 
opposed to that, for the reason that we are, as we all know, a govern- 
ment of powers that are limited. Whatever power we have as a 
Federal Government has been delegated. I think there is sufficient 
delegation of power in the Government, if we have 2 mind to, so that 


we can make reasonable grants, and certainly we cen make the most 
reasonable kind of loans. 


I desire to submit for the record the following résumé report of 
the Army engineers relative to one of the communities in my district, 
together with the letter of transmittal, to wit: 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE CHIEF OF ENGINEERs, 
Washington, September 7, 1951. 
Hon. Tony Morris, 
House of Representatives, Washington, D. C. 


Dear Mr. Morris: Reference is made to our previous correspondence con- 
cerning the flood problem at Waurika, Okla., on Beaver Creek, and to your tele- 
phone conversation of August 21, 1951, with Mr. J. R. Brennan of my staff. 

In accordance with your request, I am pleased to furnish the inclosed résumé 
of information developed by our district engineer at Tulsa upon which was based 
the decision that the comprehensive investigation of the Arkansas, White, and 
Red River Basins provides the best approach toward alleviation of the flood 
problem on Beaver Creek. 

If I may be of any further assistance to you in this matter, please do not hesitate 
to call upon me. 

Sincerely yours, 
Wricat Hiatt, 
Colonel, Corps of Engineers 
(For C. H. Chorpening, Brigadier General, United States Army, Assistant 
Chief of Engineers for Civil Works). 


FLoop Conrrot, WaurtKa, OKLA. 


The average annual rainfall in the Beaver Creek Basin is about 32 inches. 
Runoff is generally rapid with excessive flows during storm periods. Based on 
precipitation records, it is indicated that flooding can be expected on an average 
of once a year. Since 1900, major floods have occurred in May 1908, June 1915, 
October 1923, February 1938, October-November 1941, May 1950, and May- 
June 1951. Frequency of major floods is about once in 7 years. Based on pre- 
liminary estimates, the maximum peak discharge on Beaver Creek at Waurika 
was 65,000 cubic feet per second, which occurred on May 18, 1951. Channel 
capacity at that point is estimated to be about 2,500 cubic feet per second. 

The principal flood losses in the valley consist of damages to growing crops, 
agricultural land, livestock, fences, private levees, roads, and railroads. Major 
floods cause damages to residential, commercial, and industrial properties in 
Waurika. Other losses are sustained by Federal and State highways, pipelines, 
and telephone and telegraph facilities. It is estimated than the floods of May 
and June 1951 caused damages amounting to $706,800 in the Beaver Creek Basin 
and that $206,400 of that amount was sustained within the city of Waurika. 
On the basis of flood frequency over a 50-year period, it is estimated that the 
average annual flood losses in the valley amount to $113,000, of which $23,000 
are sustained in the city of Waurika. 

There are no existing Federal flood-control projects in the Beaver Creek Basin. 
Local interests have constructed small local levees for flood protection and have 
constructed minor channel-rectification works at Waurika and certain other lo- 
cations. These local improvements are effective for minor floods only. 

Under the provisions for small projects costing less than $150,000 as authorized 
by section 205 of the Flood Control Act of 1948 as amended by section 212 of 
the Flood Control Act of 1950, several methods of flood control for the city of 
Waurika were considered. Protection of the main portion of the city, including 
the business district, against the maximum experienced floods of record by a 
levee would require a minimum of 16,600 feet of levee with an average height 
of about 8 feet. Preliminary studies indicate the cost of this method of protec- 
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tion would be approximately $277,000. Straightening and enlarging the channel 
of Beaver Creek through the city with sufficient capacity to contain the record 
flow would require a channel 450 feet wide and 20 feet deep. The cost of such 
a channel would be prohibitive. Another plan, consisting of an improved chan- 
nel and levees, would provide full protection for the city of Waurika; however, 
the cost would be in excess of $2,000,000. Other methods of flood protection 
would be more costly than the methods cited above. Therefore, it is concluded 
that a small flood-control project cannot be developed under the $150,000 limita- 
tion. 

There are no existine levees for the protection of the city of Waurika under 
which the provisions of section 210 of the Flood Control Act of 1950 providing 
for emergency repair of levees and other flood-control works could be applied. 
Clearing and snagging of Beaver Creek could properly be done under existing 
emergency provisions of section 13 of the Flood Control Act of 1946 up to a limit 
of $50,000; however, to be effective, the entire channel from Waurika to the mouth 
would need to be cleared. This would involve about 20 miles of channel at a 
cost of about $150,000. The clearing and snagging would improve the channel 
carrying capacity, but the capacity would not be increased sufficiently to appre- 
ciably affect the stages of moderate and major floods. Bank protection work 
under section 14 of the Flood Control Act of 1946 is not applicable since bank 
caving is not prevalent and that type of work would not prevent flood damages. 
It is concluded that there are no practicable means by which effective improve- 
ments could be developed under the provisions for emergency works. 

Prevention of flood damages in the Beaver Creek Basin could be accomplished 
by the following means: 

(a) Relocate that part of the city of Waurika in the flooded area to higher 
ground. 

(b) Reservoirs. 

(c) Channel rectification. 

(d) Levees. 

(e) Diverting flood flows from Bes.ver Creek to Red River ebove Waurika. 

(f) Any combination of the above methods. 

Since the business district of Waurika lies in the flood plain, it is apparent that 
evacuation or relocation of that portion of the city would be costly and would 
probably be far in excess of the benefits that would be derived. Reservoirs on 
Beaver and Little Beaver Creeks, channel improvement by straightening and 
widening the channel, and levees in the rural areas were previously studied and 
were found to be economically unjustified at that time. The most favorable of 
these plans consisted of a two-reservoir system, with reservoirs at miles 65 and 
21 on Beaver Creek and Little Beaver Creek, -respectively. Review of the two 
reservoirs indicates that the available storage capacity for flood control is limited 
and mav not be adequate under present criteria to properly control floods. 
Furthermore, operation of these reservoirs for flood contro] would afford only 
partial protection for the city of Waurika, since the reservcirs would control only 
310 square miles, or 39 percent, of the total drainage area of 789 square miles 
above the city. Preliminary studies indicate that these two reservoirs would 
have onlv reduced the stage at Waurika by about 1 foot during the maximum 
flood. The two reservoirs would cost in excess of $6,000,000 on the basis of 
preliminary estimates, 

Channel rectification in the rural areas and through Waurika would not be 
economically feasible because of the excessive cost for enlarging and straightening 
the channel. Levees in the rural areas are not practicable because of the narrow 
flood plain where long levees would be required for protection of small areas. 
Protection of that portion of Waurika east of Beaver and Cow Creeks against 
experienced floods by means of a levee would cost approximately $277,000. This 
levee would protect the existing development in the city with the exception of a 
high school for colored residents and a number of low-class dwellings; also, un- 
developed plotted areas in the city and rural areas would not be protected. The 
portion of the city between Beaver and Cow Creeks comprises low-class develop- 
ment and includes the high school for colored residents valued at about $40,000. 
For protection of this part of the city, a ring levee would be required together 
with channel rectification and railroad alterations, which would cost approxi- 
mately $303,000. It is apparent that the cost of protecting the area within the 
ring levee would exceed the value of the improvements therein, and that moving 
of the improvements from the flood plain would probably be more economical. 
It is estimated that the combined minimum levee and the ring levee would cost 
approximately $580,000. Another plan consisting of a combined levee-channel 
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plan at Waurika would cost approximately $2,170,000. A plan suggested by 
local interests, consisting of diverting flood flows for a distance of about 6 miles 
from Beaver Creek to Red River upstream from Waurika, appears to be feasible 
from an engineering standpoint; however, from data obtained by reconnaissance 
of the area, it is estimated that a maximum cut of some 60 feet would be required 
for a distance of 2,000 to 3,000 feet. The remainder of this channel would have 
an average depth of about 20 feet. The entire channel would have a bottom 
width of 450 feet. It is estimated that the cost of this plan, including a diversion 
dam on Beaver Creek, would be in excess of $10,000,000. This plan would not 
protect the city of Waurika and the valley downstream from floods originating 
in Cow Creek. : 


In summary, present investigations show that protection for the city of Waurika 
cannot be accomplished by application of the provisions of existing laws with 
respect to emergency works limited to $50,000. Further, the minimum effective 
flood-control project that could possibly be developed would require works costing 
in excess of the $150,000 limitation for small flood-control projects. The only 
project which appears economically feasible at this time is a levee for the pro- 
tection of that portion of the city of Waurika which lies east of Beaver and Cow 
Creeks at a cost of $277,000. Normal survey procedures would be required to 
arrive at recommendations with respect to the project. 

Mr. Morais. I am strongly in favor of the President’s request for 
appropriations for this important matter and will truly appreciate 
any and all consideration that your good committee may give to it. 
Thank you. 

Mr. Norre.v. Are there any questions? 

Thank you, Mr. Morris, we are always glad to have you with us 
here. 

Mr. Morris. Thank you, gentlemen. 

Mr. Norre vu. I notice our colleague, Mr. Rees, is here. We would 
be glad to hear from you, Mr. Rees, at this time. 


WITNESS 


HON. EDWARD H. REES, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF KANSAS 


Mr. Rees. Mr. Chairman, I also want to express my appreciation 
to this subcommittee for permitting me to appear here, together with 
our Governor Edward Arn, who has just testified, and the other 
Members from Kansas, Missouri, and Oklahoma, representing the 
flood-stricken area. 

I am in support of legislation intended to relieve one of the most 
terrible disasters that has ever occurred in this country. It has been 
suggested the legislation under consideration in some respects may 
not have precedent. I suggest to you that the flood disaster is also 
unprecedented. 

I am in general support of recommendations of the Committee on 
Federal Financing of Flood Rehabilitation, endorsed by Mr. H. G. 
Leedy, chairman of the committee, who has already expressed his 
views before this committee. 

The legislation proposes approximately $50,000,000 for insurance. 
I realize insurance companies may not want to handle flood insurance. 
I do not think the Government will be taking too much risk if the 
program is over a period of years. Since floods are intermittent, the 
Government will not lose greatly, if at all, under a well-worked-out 
insurance program. As I have just stated, history indicates that 
disastrous floods do not occur often, but if these people are permitted 
to carry insurance there will be a feeling of security whereby farmers 
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will plant their crops and the land will be permitted to continue to 
produce at a time when production is so necessary. 

A good share of this fund, approximately $50,000,000, can go for 
loans made through the RFC. The loans could be liberally but care- 
fully administered, and these loans could be made by loan agencies 
but guaranteed through the RFC. 

It is my view that appropriations under this measure will not be a 
loss to our country. . Rehabilitation of farms and homes in our own 
communities will return benefits to our country many times over. 

Our Government saw fit to drop bombs on people in Germany and 
Japan and other countries that purported to be our enemies. We 
proceeded without hesitation to rehabilitate them, expending millions 
of dollars to do so. I do not contend that because we do one thing in 
one place we should do the same in another, but it does seem that, if 
our people approve the rehabilitation of people in other parts of the 
world, our Government would not be subject to very much criticism 
in the rehabilitation of its own people who are the victims of disaster 
through no fault of their own. 

I think the question is not so much precedent as it is a question of 
public interest and a question as to whether or not the program is right. 

I think it is quite important that this committee make recommenda- 
tions to alleviate a situation that is so vast that local communities are 
unable to take care of all of it. 

I appreciate very much this opportunity, and I do not want to im- 
pose further on your time. 

Are there any questions? 

Mr. Norreu. Are there any questions? 

Thank you very kindly, Mr. Rees. 

Mr. Rexs. Thank you, gentlemen. 


WerbNEspDAY, SEPTEMBER 26, 1951. 
Fioop Insurance Revoitvine Funp 


WITNESSES 


J. R. BERRY, GENERAL COUNSEL, NATIONAL BOARD OF FIRE UN. 
DERWRITERS, NEW YORK CITY 

J. V. HERD, EXECUTIVE VICE PRESIDENT, AMERICA FORE INSUR- 
ANCE GROUP, NEW YORE CITY 

J. D. ERSKINE, SECRETARY, INSURANCE EXECUTIVES ASSOCIA- 
TION, NEW YORK CITY 


Mr. Norreu. The committee will come to order. This morning 
we have arranged for three other witnesses to testify regarding the 
Federal flood-insurance program that has been suggested in this 
estimate. These gentlemen, we think, are three of the best-informed 
men in the country on the subject of insurance. 

Our first witness this morning is Mr. J. R. Berry of the National 
Board of Fire Underwriters. 

At this time, Mr. Berry, I will ask you to state your name and 
official position. 

GENERAL STATEMENT 


Mr. Berry. J. R. Berry, general counsel of the National Board of 
Fire Underwriters, 85 John Street, New York City. 
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Mr. Norreity. How long have you been connected with that 
organization? 

Mr. Berry. About 10 or 11 years, Congressman. 

Mr. Norrett. Prior to that time what did you do? 

Mr. Berry. I was in general practice in New Jersey for 17 years, 
specializing in all forms of property and casualty insurance. 

Mr. Norreuu. For how many years would you say you have been 
engaged in this business or profession? 

Mr. Berry. About 27 years. 

Mr. Norre.t. All right; we will be happy now to hear the general 
statement that you desire to make. 

Mr. Berry. Thank you. 

This statement is made on behalf of the National Board of Fire 
Underwriters, an organization of some 200 stock companies engaged 
principally in the business of writing fire insurance and allied lines of 
property msurance. 

Each of the two bills—House bill 5259 and House bill 5286—on 
flood rehabilitation before this committee falls into two sections. 
Section 1 provides for an appropriation and partial indemnification 
for losses already sustained. It does not purport to be an insurance 
program, and we will therefore omit commenting thereon except by 
reference in connection with section 2. 

Section 2 sets up a flood-insurance revolving fund to provide what 
is called insurance and reinsurance, when not otherwise available at 
reasonable rates and upon reasonable conditions from private sources. 
This insurance and reinsurance is to be based, insofar as practicable, 
upon consideration of the risk involved, and the program shall utilize 
to the maximum extent possible the facilities of private insurance 
companies. 

Property insurance is based upon the principle that the contribu- 
tions of the many take care of the losses of the few. Experience has 
indicated that flood insurance is sought only by those who are exposed 
to flood damage. If this indication is correct then we must expect a 
majority, and possibly all of those purchasing this protection, to be 
claimants in the event of the recurrence of the recent flood conditions. 
This by definition removes the program from the field of property 
insurance. 

Apparently one of the purposes of this program is to make it self- 
sustaining. I quote from the Congressional Record of August 20, 
1951, page 10620: 


Once the system of flood insurance is in effect, there should be no need in the 
future for a program of partial indemnities such as is now proposed for the Mid- 
west flood victims. As a permanent national policy, insurance is far superior to 
direct Federal payments. 

Whether this purpose could be realized is highly debatable. The 
flood loss in Kansas, Missouri, and Oklahoma is described by the Presi- 
dent as in excess of $1 billion of property loss. If this estimate is 
correct, the loss from this one occurrence equals approximately the 
total of all losses for all lines of property insurance for one entire year 
in the United States. Obviously, the number of people seeking pro- 
tection from flood would be only a small fraction of those millions who 
buy the other forms of property insurance, such as fire, wind, extended 
coverage, and motor vehicle. 


89525—51 21 
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This would indicate a substantial charge would have to be. made 
for flood protection if the program was to be self-sustaining and this 
charge in turn further limits the number who could afford to purchase 
the protection. If the program is not to be self-sustaining this should 
not be described as an insurance program. 

The proposed legislation shows an intent to discourage indiscrimi- 
nate investment in facilities which are subject to recurring flood. For 
example, section 1, page 3, lines 9 to 13, inclusive, provides, with 
reference to payment of any indemnity, that the recipient— 
may be required to provide reasonanle assurance of the relocation, reconstruction, 
replacement, rehabilitation, or repair of the damaged property, so as to provide 
reasonable protection against the recurrence of flood loss or damage to such 
property, or the indiscriminate redevelopment thereof, 

And again, in section 2, on page 6, the bill provides* that the 
program— 
shall be so administered as not to serve as an inducement for indiscriminatc invest- 
ments in facilities in areas which are subject to recurring floods. 

This, we believe, is a commendable policy, but it is a policy which 
would be very difficult, if not impossible, to carry out, because as we 
stated above those who are most interested in securing protection 
no loss by flood are those who are subject to the peril of recurring 
flood. 

At the risk of repetition, we should point out the comments above 
are directed solely to section 2 of these bills. They are not intended 
to have and should have no bearing on your consideration of section 1. 

Mr. Norre.u. Mr. Berry, you made a very good statement. I 
would like to ask you now if you are familiar with the bills that have 
been introduced in the House, the provisions of which have been 
largely embodied in the budget estimate before this committee. You 
have read those bills, I assume, have you not? 

Mr. Berry. I am not sure whether you are talking about other 
than these two bills. 

Mr. Norreu. Those are the major ones. You have studied them? 

Mr. Brrry. I have studied them, yes, Congressman. 

Mr. Norretu. And they are what you have based your statement 
on, so far as the proposed legislation is concerned? 

Mr. Berry. That is right. Now, I saw another bill, Congressman, 
that is in the Senate. have it here somewhere. It is Senate bill 
2148, but I do not believe I am even on speaking terms with the 
other bills. 

Mr. Norrett. All right. Now, can you give us a brief statement 
here as to the studies, if any, that any of the private insurance com- 
panies or the associations of insurance companies may have made 
heretofore regarding flood insurance? 

Mr. Berry. I cannot, but I believe there is an eminently qualified 
man here who can. 

Mr. Norrewu. Another witness will do that. Very well. 

Mr. Berry. Yes; he can do that. 

Mr. Norretu. As I gathered from your statement then, your 
opinion of the possible success of this flood insurance program, is 
that probably it would not be workable. 

Mr. Berry. That is my personal opinion. There may ‘be some 
underwriters who would differ with me. 
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Mr. Norren. Yes. 

Mr. Berry. For illustration, we see in the Congressional Record, 
I believe, the State of Kansas and its subdivisions could tax every 
piece of property there to the limit and still they would be unable to. 
raise enough money to pay that bill. That is from the Record of 
September 24. 

If this were to be self-sustaining, if that is the intention, would it not 
call for extremely substantial premiums from the people that were 
buying this insurance? You see, here is one loss in this one flood of 
over $1,000,000,000, and I see that there are estimates of 30,000 farms 
and 13,000 other claims. Suppose that that was doubled. Suppose 
it was 100,000—-why, you would have to charge a tremendous pre- 
mium if you were going to cover them and pay your expenses, too. 

Mr. Norreti. You would not venture a statement as to how 
much flood insurance would have to be sold in order to collect enough 
money to cover that size flood disaster, would you? 

Mr. Berry. I would prefer not to, Congressman. 

Mr. Norre ut. All right, sir. 

Mr. Borry. Only because it would not be accurate. It would be 
a guess. 

Mr. Norrevu. Under those circumstances it is hardly possible to 
assume that the insurance companies could ever, at least within the 
foreseeable future, assume the writing of this kind of insurance? 

Mr. Berry. I would say yes, with this understanding, that if the 
price were high enough, conceivably, they could do it; b ut the price 
would be so high that it would probably make it prohibitive in cost. 
You see you always get an adverse selection on flood insurance— 
the fellow in the lowlands would buy it and the fellow up on the hill 
would not buy it. 

Mr. Norreuyi. Have you ever been able to discuss with the insur- 
ance people the possibility of having a program on a kind of a fee or 
commission basis? 

Mr. Berry. I have not, sir. 

Mr. Norretu. Do you know anything about the amount that has 
been paid out by private insurance companies due to these types of 
losses during the last few years? 

Mr. Berry. I know it has been an extremely small sum. I would 
say less than 1 percent of the total sums that have been paid under 
all losses. 

Mr. Norretu. You would not venture, then, even a good guess as 
to the possible total liability which could result from an insurance 
program of this kind? 

Mr. Berry. Nothing other than the fact that it would be beyond 
$1 billion—and that because we know it. 

Mr. Norre .t. In this one disaster. 

Mr. Berry. Yes. 

Mr. Norretu. Thank you. The gentleman from Mississippi. 

Mr. Wuirren. Mr. Berry, is there anything in the law that would 
prevent insurance companies from handling this type of insurance? 

Mr. Berry. There is not anything in the law. As a matter of 
fact, some have written flood insurance. 

Mr. WuirtteN. But even those that have written flood insurance, I 
understand, have reserved the protection which the law gives them 
against the contingency of a disaster reaching such proportions as to 
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constitute what is called an act of God. In other words, you insure 
against expected or reasonably expected conditions that may. arise 
and when they go beyond that, then they are classified anh r the 
act-of-God Hm under the normal contract. 

Mr. Berry. Well, I would qualify that, Congressman. We cer- 
tainly exclude and intend to exclude all war and catastrophic losses. 
But, on our conventional forms of coverage that we have, we are 

sed to and we expect to pay on our catastrophic losses. 

or example, in the recent windstorm here in the East, that was a 
catastrophe. That was a loss of over $100,000,000. We were in on 
those contracts and we paid on them. 

Now, just how flood insurance is written, I do not know. It is a 
matter largely of individual underwriters’ judgment. On the con- 
ventional coverage, there is a standard contract. 

Mr. Wuirren. Well, I have not made a study of that for the 
purpose of these present hearings, but it is my recollection in the 
— of law that there are cases where insurance companies have 

een defended against some losses because they were acts of God. 
They may not be as many in number as my recollection would indicate. 

Be that as it may, I believe that you will find coverage by insurance 
companies in every field where they see that they can make a reason- 
able profit, is that not true? 

Mr. Berry. That is right, and the coverage afforded on floods is 
extremely limited. 

Mr. Wuirren. And in fact, is it true that you could not get a broad 
enough base unless you were to be under a requirement by law that 
all participate? 

Mr. Berry. That would be my guess, because you would get an 
adverse selection on floods. 

Mr. Wuirren. Yes. I have served as chairman of the subcom- 
mittee dealing with agricultural appropriations under which comes the 
crop-insurance program. This program failed for the very reason 
you mentioned. 

That is, the only applicants for crop insurance were those who 
were situated in places where the crop was very likely to fail and the 
program did not work out at all. Congress ended up with a tre- 
mendous loss. And there, of course, you had nothing like this great 
disaster involved. 

Now, they started back in on the experimental basis, in a very 
limited number of countries. Under this present plan, which is not 
working too well, the only thing that is covered is part of the cost of 
growing and preparing the crop, the seeding and so on. 

Mr. Berry. That is the investment in that crop, its preparation. 

Mr. Wuirren. And even there, only part of it. Then, each county 
has to reflect its own experience in its future ratings. 

Now, the problem is to get a broad enough base of coverage, to 
get the thing to work. Now that the farmers are finding out that 
losses are going to be reflected in premiums in future years, they are 
becoming more and more dissatisfied. 

Mr. Berry. I share your feeling, Congressman. Now, we have 
taken a look, if I can digress for a moment, at crop insurance. 
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Mr. Wuirtren. You have done that? 
Mr. Berry. Well, they have gone into the fire end of the business— 
such as barns, crops in barns—and the feeling of private enterprise 
is few we are awfully anxious to back out of that, to be very frank 
about it. 

Mr. Wuirren. And I will be equally frank with you and say you 
are willing for the Federal Government to do the part where you 
cannot break even, but you do not want us to get into the part where 
you can make a profit. I do not say that critically. 

Mr. Berry. | think I can agree with you but I would like to say 
it this way, however: That I do not think we can object to the Govern- 
ment furnishing the facilities. We are not prepared to furnish insur- 
ance on crops in the field. 

Mr. Wauitren. What is the net worth of all of your property 
insurance companies? Can you make an estimate? 

Mr. Berry. Roughly $2 billion; probably somewhat more than 
that now. 

Mr. Wuirten. I will ask you this: How much total coverage do all 
companies have? 

Mr. Berry. I would not guess, but if we totaled up the tangible 
insurable property in the United States, and that is what we are 
covering, it is tremendous. 

Mr. Warrren. The point I am trying to make is that your net 
worth is tremendous and still, even with this kind of a spread, you do 
not see any way to fit crop or flood insurance into your program. 
Now, if you, with all of this spread and all of this know-how and with 
all of these companies and all of the trained personnel, do not see any 
way to get into crop insurance and flood insurance, where does that 
leave the Government? 

Mr. Berry. Well, my guess is that it is not going to be insurance, 
but it is going to be a subsidy. 

Mr. Wuirren. In other words, paying indemnities in the future. 

Mr. Berry. I think that is right; you have got the point. That is 
why we do not like the word “insurance” in these bills. We like to 
think, gentlemen, of insurance companies paying their obligations 
and meeting their expenses in full, being self-sustaining, and I think 
it will have to be recognized as something other than insurance. 

Mr. Wuirren. The only workable way that I could see would be to 
require by law that purchasers throughout the entire country partici- 
pate in flood insurance. And in order to do so, then you will be making 
everybody a part of the premiums for those that live in the lowlands 
along the rivers. I do not see any other way; and, of course, when 

ou start doing that, you are going to run into various other things. 
‘lon would be bringing about radical changes. 

We have tried to point out to. the individuals coming here that this 
is more involved than anything we have had in many, many years. 
The effect on an individual that lost everything here is no different 
than the effect on an individual elsewhere, and if we were to set this 
thing up as a general policy, we would have to indemnify individuals 
all over the United States. They might not be involved in a big flood, 
but there would be many of them all over the country. 
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Now, if you did that, you would have, as I have pointed out here, 
the same situation in many counties in the United States which some- 
time during every year have some flood damage. 

Mr. Berry. And again, talking about broad coverage, you get a 
broader spread of exposure to loss; but that would not be the typical 
broad coverage, because there everyone is a potential claimer. 

Mr. Warten. The folks that took out the insurance would be 
widely scattered and they would not be large in number. 

Mr. Berry. Well, the ones that took it out would not be living in 
the hills; they would be living in the valleys. 

- (Discussion off the record.) 

Mr. Wuirren. That is all, thank you. 

Mr. Norrewu. The gentleman from Massachusetts, Mr. Fureolo. 

Mr. Furcoto. As I understand your testimony, Mr. Berry, I 
gather that you are more or less of the opinion that the present plan 
of insurance is either impractical or probably impossible if it is set up 
as it is proposed, due to a great many different factors, I assume; but 
would that be your general opinion? 

Mr. Berry. That is my personal opinion; yes. As I said before, 
there may be some underwriters who would differ with me. 

Mr. Furcoio. But your opinion is that? 

Mr. Burry. Yes. 

Mr. Furcoto. As I understand it, your opinion is based on the fact 
that in all probability you would get mostly the so-called poor risks 
under that program and there would not be enough broad base to be 
able to offset that; is that right? 

Mr. Berry. That is one of the factors, sir. 

Mr. Furcouo. It is one of the factors? 

Mr. Berry. Yes, sir. 

Mr. Furcoto. Now, up to now we have been talking about a 
program that would cover everybody in that area or at least the 
individual home owners; is that right? 

Mr. Berry. I thought that the bills were talking about all people 
who wanted to buy this so-called flood insurance. 

Mr. Furcoto. That is what has been talked about so far. For the 
record, could you answer 

Mr. Berry. The answer is we have been talking about everyone 
exposed to flood having an opportunity to buy. 

Mr. Furcoto. That is right and this is what I wanted to get to, 
and this thing might not be possible. It has been represented to us 
that in addition to the desire to protect individual home owners or 
the individual person, whatever you may want to call it, in that area, 
which very definitely is one problem, there is also this other problem. 

Briefly, this other problem is that there may be mass unemployment 
in certain sections because of the fact that some of the = industries 
which have been damaged in that flood do not want to relocate in that 
area because of the fact that there may be another flood. 

What I have been wondering is this, and you may not have made 
any study about it, but I have been wondering whether a program 
that was intended solely to give some sort of insurance protection to 
those industries with the end of keeping them there so we would not 
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have mass unemployment, I wondered whether or not the same 
objection would apply to that or whether their situation differed in 
some way so that that phase might be practical. It do not know if 
you get what I am driving at. 

Mr. Berry. I think I understand your question; Whether I have 
given any study to the possibility of some so-called selective i insurance; 
whether there might not be some economic unit you might insure and 
keep in the area. 

I made no study nor did I know it is in these bills. 

Mr. Furcoto. I do not know whether it is in the bills or not 

Mr. Berry. Asa matter of fact, Congressman, if I can interrupt—— 

Mr. Furcoto. Surely. 

Mr. Berry. That is just the thing that seems to be excluded in 
these bills. These bills seem to indicate a purpose not to insure 
those risks which are subject to recurrent floods. 

The last page of the bills, both bills, says: 
That such program of insurance shall be so administered as not to serve as an 


inducement for an indiscriminate investment in facilities in areas which are subject 
to recurring floods. 





A lot of these fellows have a lot of money invested in that area and 
a move would be a very difficult thing. 

(Discussion off the record.) 

Mr. Furcoto. I honestly do not know whether any attention has 
been given to that or not but I can readily see and appreciate the 
difficulties in an insurance program that may render it impossible or 
impracticable, as much as we might want to try to-put something into 
effect to try to protect these people. While it may sound good, as a 
practical matter, it may not be possible of achievement. 

On the other hand, if there is a possibility of mass unemployment 
because of the fact that some of these industries may leave that area, 
and we may further assume that some may leave because they cannot 
get this insurance, I would be very interested in trying to have some 
sort of evidence which would indicate whether such a thing might be 
possible or not and if so what it might run to. 

I can readily appreciate that the premiums might be so high that 
it could not be done, but I can also see communities wanting to prevent 
this mass unemployment to the extent that they might even be willing 
to participate somewhat in the paying part of the premium. 

I assume that no one has made such a study at this time and I 
would not expect you to be prepared to give an opinion about it, but 
if without too much trouble it might be possible to help me out on 
that line, I would appreciate it. 

In other words, what I am trying to get at now is whether or not 
some feature of this proposed program might be feasible, having in 
mind solely the desire to relieve the situation that would be created 
by mass unemployment. 

I think we have already had enough evidence as to the possibility 
of insurance for all the individuals; the type of insurance we are now 
talking about would be predicated solely on the basis that those in- 
dustries would be important enough to keep them in the communities 
in order to prevent mass unemployment. I do not have the faintest 
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idea where they stand as part of the over-all picture, whether they are 
so few that it would not make any difference or whether they are sc 
big or there are so many of them that they would be extremely im- 
portant. 

Mr. Berry. Neither do I, Mr. Congressman, and I have not made 


any such study. I hope you understand my position; I am a lawyer, 
not an insurance man. 


Mr. Furcouo. I understand. Thank you. 

Mr. Norre.u. The gentleman from Ohio, Mr. Clevenger. 

Mr. CLEVENGER. Gentlemen, you may have noti as a coin- 
cidence that three of us on this subcommittee have had previous experi- 
ence with crop insurance. For 8 or 9 years I was on the Committee on 
Agriculture, and one of my colleagues here likewise, also Mr. Whitten 
on the Agriculture Subcommittee and we remember that we had a 
little actuarial experience to go on when we embarked on that adven- 
ture and I have a distinct recollection of crops being dusted in with 
no chance of germination—as the gentleman from Mississippi knows— 
that had no A to grow. They were bound to fail, and the result 
was it exhausted the resources of the insurance program; it broke it. 

Now here, we go into a field where there is absolutely no actuarial 
experience, is that not right, or do you know any underwriter who has 
had experience? 


Mr. Berry. There has been limited underwriting in very small 
volume. 

Mr. CLeveNGER. And the loss from this catastrophe, if we insured 
it, would have been equal to all the resources of the casualty companies 
in the United States. They claim the loss was $2,500,000,000. 
That is more than your total resources, is it not? 

Mr. Berry. Well, I am talking about property insurance—— 

Mr. CLEVENGER. Yes; I know that. 

Mr. Berry. Our total assets are around $2,000,000,000, $2,500,- 
000,000, and if this loss is that great—— 

Mr. CLevencer. Well, of course, it probably could not be demon- 
strated that it is. It is a sort of chamber of commerce figure that 
we are getting, we realize that. 

We are asked to take a dive-off into very deep water; and yet there 
will be plenty of fellows exorcising the members of this subcommittee 
when we take every action we can just to alleviate the suffering. 

In this field we have absolutely no experience, it is an uncharted 
sea. We have no actuarial experience that we can find or any experi- 
ence that anyone has had in this field and yet we are expected to just 
set up a fund offhand just like that, and to go into this business. It is 
a rather staggering proposition to lay down before a committee that 
in the first place has no legislative authority to do it. 

Of course, we get into the element where a man wants to help his 
people, he feels perhaps a philanthropic urge to do something for them 
that maybe he should not do, but it is a unique experience in my 
life. It is similar, of course, to the one that we went through, the 
long battle of trying to establish a workable crop program. 

Congressman Whitten isso right. The fellow who finds his premium 
higher than his experience in those areas where he could figure almost 
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certainly, would _ that it was cheaper to carry his own insurance, 


and he was the fe 
high-risk area. 

For instance, in the area I represent crop failure is unknown. We 
have some crop losses, do not misunderstand me, but as far as crop 
failure, our agriculture is so diversified that we have never had a failure 
and probably never will have. So, there are only a few people that 
are insured and yet we would be an area that would be necessary to 
carry the high-risk areas if you had a workable program for crop 
insurance at a rate a man could afford to pay. 

We have not gone much further now than insuring his investment in 
the crop, not his return from the crop—— 

Mr. Berry. Are you having any trouble with the price to the 
farmer? 

Mr. CLevencer. Yes; he is unwilling in many cases if he is in a 
high-risk area, to pay the necessary premium to carry the insurance. 

Mr. Berry. Well, obviously, if you are having trouble with that 
farm crop rate, what would you have on floods? You would have 
nothing like $1 billion losses on crops. 

Mr. CLevencer. That is the question we are asking ourselves, you 
see. As I understand Mr. Whitten, the program is not paying for 
the crop, it is paying for the investment and the seeding; is that not 
right? 

Mr. Wuirren. That is right, and that is an estimated thing and the 
estimate is really below the actual investment. They are just trying 
to insure about three-quarters or four-fifths of the investment. 

Mr. Cievencer. The investment in planting the crops? 

Mr. Wuirren, Yes. 

Mr. Curvencer. Not what he would receive from the crops. 

So, as I say, this is an uncharted sea, as far as we are concerned, 
and it is rather a staggering thing to find it here, and I just cannot 
see any distance ahead, because I have had no and have not been 
given any actuarial experience with the problem; nor, as far as I 
know, has any underwriter. Somebody may be dreaming about it, 
but certainly there is no actuarial experience with flood insurance, is 
there? 

Mr. Berry. I know of none. Mr. Herd may know of some. I 
am not an underwriter but I do know that the amount written is 
so small that there is no line on the annual statement set apart for 
flood insurance as for the others. 

Mr. Cievencer. We have hail insurance in my part of the country. 
Now, by the way, it is a strange thing but hail seems to strike in the 
same areas. Nobody knows just why it is, unless it is because of 
Lake Michigan or perhaps it is due to the conformation, well— 
something; but at any rate we have some areas that are prone to hail. 

Mr. Berry. And we have a lot of it, and it is a fascinating thing 
to study. 

Mr. Cievencer. Yes. There are some parts of my district where 
hail would be seldom encountered and in other parts it seems to recur. 
It is a difficult thing to write, hail insurance; but this flood thing is 
past me, I am out of my depths when I contemplate this thing. 


ow that if the thing ever worked had to carry the 
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I do not believe there is anything more, Mr. Chairman. 

Mr. Norre.u. Mr. Cotton. 

Mr. Corton. Just one point, Mr. Chairman. I think we ought 
to establish here in the record at this time and I would like to inquire 
from Mr. Berry how extensively have the insurance people, the 
companies, the underwriters, and the companies explored the possi- 
bilities in the field of flood insurance? 
ie aoe Berry. May I suggest that that question be addressed to Mr. 

erd? 

Mr. Norre.u. We will have another witness on that point. 

Mr. Corron. All right, I will be very glad to wait on that. 

Mr. Berry. Thank you. 

Mr. Corron. I would like to ask you, Mr. Berry: I assume that 
you in your position in the underwriting organization are aware of 
the dangers to the entire insurance field in this country of a proposi- 
tion such as is before this committee. 

Mr. Brrry. I think we are aware of it. Certainly some of us are 
lying awake nights. 

Mr. Corron. In other words, I can visualize that if as a result of 
this catastrophe in Kansas and Missouri and as a result of the sug- 
gestion or request of the president of this committee, and this Congress 
takes the position that we shall start indemnifying people whose 
property has been destroyed by an act of God and promising to 
indemnify them in the future, that then by and by some sincere 
visionary person who believes in the welfare states will say, “if we 
are going to do this in floods let us have a gigantic Government 
insurance corporation and get the cream as well as the skimmed 
milk and do the whole thing.” 

I mean, you recognize those possibilities whenever we get into this 
sort of situation, do you not? 

Mr. Berry. I do, sir. 

Mr. Corron. And probably that realization would tend to cause 
you and Mr. Herd and others to explore as fully as possible the pos- 
sibility of private enterprise handling a situation of this kind. 

Mr. Berry. Certainly we want to handle all the insurance under 
private enterprise, as much as we can. We want to keep it private 
enterprise. 

Mr. Corton. Well, I mean that very fact 

Mr. Berry. It is to our interest. 

Mr. Corron. Yes. That very fact would enable this committee 
to have some assurance that certainly you people would go into this 
question as thoroughly as possible. 

Mr. Berry. I think that is correct. 

Mr. Corron. Thank you, Mr. Chairman. 

Mr. Norre tt. All right, if there are no further questions, we thank 
you very much, Mr. Berry, for your testimony. 

Mr. Norreu. Will you please state your name to the reporter? 

Mr. Herp. J. V. Herd. 

Mr. Norrett. And your official connection? 

Mr. Herp. I am executive vice president of the America Fore Insur- 
ance Group of New York. 
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For the record, Mr. Chairman, it might be well to add that I am 
also chairman of a special committee of the Insurance Executives 
Association, which was formed to study this particular problem of 
flood insurance or flood damage coverage. 

Mr. Norretyt. When was that committee organized? 

Mr. Hero. About 3 weeks ago. In addition to that it might be 
informative to have in the record that during the war I served as Vice 
President of the War Damage Corporation, acting as the liaison 
between the insurance industry and the Reconstruction Finance 
Corporation which administered that program on behalf of the 
Government. 

Mr. Norreti. How many years have you been in the insurance 
business? 

Mr. Herp. Thirty-four. 

Mr. Norretu. Do you have any general statement, either oral or 
written, that you might desire to make at this time? 

Mr. Herp. I would prefer if you please to hold myself open for 
questioning. 

Mr. Norrexu. All right, sir, just as you prefer. 

Are you familiar with the proposal before this committee which is 
similar to several of the bills that have been introduced in Congress? 

Mr. Herp. I have read bills 5259, 5286, and a joint resolution 
or two. 

Mr. Norreuu. Based upon your experience in the insurance 
business and the study made by this committee you have mentioned 
what is your opinion as to the possible success of this flood-insurance 
proposal? 

Mr. Herp. Could I preface my answer, Mr. Chairman, by saying 
as far as relief aspect of the emergency which confronts a certain 
area as the result of the July flood that I believe that that is some- 
thing that the private insurance industry ought not to address 
itself to, because that is for the determination of Congress as to what 
they want to do in respect to that. 

Your question, I appreciate, was addressed to the future as to what 
facility if any might be established to alleviate—— 

Mr. Norrevu. We want that opinion for the future. 

Mr. Herp. Well, I just want the record to indicate that we are 
not attempting in any way to influence whatever determination might 
be made on this other subject of relief with regard to the July occur- 
rence. 

Addressing myself to the second portion, that is the question of the 
future, the committee to which I referred when I identified myself 
has been reviewing this question of exposure, possible exposure, to 
values involved in areas that would be in their opinion susceptible of 
flood damage, and have not as yet gotten a report which would enable 
them to arrive at what we would consider to be an informed con- 
clusion. 

However, the last time that this subject was considered by a repre- 
sentative committee of the insurance company was in 1944 and compe- 
tent engineers made a study. 

That study was considered thoroughly by this committee of the 
insurance industry and they came to the conclusion at that time that 
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it was not feasible or practicable to provide coverage against flood 
damage on an insurance basis. 

Mr. Norrexu. Right at that point would you give the reasons they 
set out as to why it was not feasible, as briefly as you can? 

Mr. Herp. I think sir, they have been already set out; but, one, 
there would be an adverse selection, two, that if a rate were deter- 
mined based on exposure that rate would become prohibitive and the 
result would be in the last analysis that even though the insurance 
were available in practice little of it would be purchased especially if 
an area went for any length of time without a flood loss and then 
when the disaster did come we would be right back where we are now; 
tant in the overwhelming proportion of property would still be unin- 
sured. 

In addition to that as Mr. Berry has pointed out to you; I believe 
he was referring to the net free assets of the stock companies alone, 
approximating $2,500,000,000 as of the end of last year, that is 
December 31, 1950, the net free assets of all of the property insurance 
companies doing business in the United States—that would be stpck, 
mutual, reciprocal—is just in excess of $3 billion. 

Mr. Norre ut. Incidentally, right at that point the estimated 
damages in that area as stated to this committee are not $1 billion 
but are about $2,500,000,000. 

Mr. Herp. Billion? 

Mr. Norre.u. Yes, sir. 

Mr. Herp. We feel a stewardship or a trusteeship responsibility, 
too, in running the insurance companies. We have vast liabilities 
out under contracts, and as Mr. Berry mentioned the visitation of 
that hurricane which touched 11 States has already resulted in pay- 
ments in excess of $200 million in insurance money because much of 
that fell against 1951 and was not reported in 1950. My own com- 
pany will have paid out to policyholders by the end of this month 
under windstorm or extended-coverage contracts approximately $13 
million or $14 million. 

Mr. Norreiu. What period of time does that cover? 

Mr. Herp. That was solely as the result of the windstorm of 
November 25, 1950. 

Mr. Norre tw. Is that right? 

Mr. Herp. Yes. 

Mr. Norreti. Do you have the data on what might have been 
paid out by other insurance companies regarding windstorm, earth- 
quekes, or hail or anything of a similar nature during the last few 

ears? 
: Mr. Herp. Mr. Chairman, could I generalize in my response to that? 

Mr. Norre.u. Yes. 

Mr. Herp. We feel that we are providing insurance against wind- 
storm, hurricane, hail, earthquake, for reasonable rates and I believe 
that the property which is exposed to those perils is generally mmsured 
against those perils in private insurance companies. 

One point I would like to add just so the record will be clear on 
this that it is not true that we write no flood insurance. 

We do have certain types of inland marine contracts so-called which 
apply to property in transit and the private insurance companies are 
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assuming, and they are doing it with their eyes wide open, the liability 
to flood damage on property im transit, motor vehicles, cargo, freight 
in transit by railroad—but that is a calculated risk and we can measure 
that and we feel that we have a chance in that field because so much 
of the property can be moved out of danger if and when it is threatened. 

My own company will have paid out $1 million in Kansas City 
under two contracts, one covering automobiles in transit and the 
other covering Transcontinental World Airways’ repair shop where 
they had a very substantial loss from flood. So that we are in under 
the multiple-peril policies but nowhere nearly on the scale that we 
would be if we were covering each property where they did not have 
the chance to move it to safer grounds. 

Mr. Norrevu. Now, do you know what might be the total lia- 
bility this year, if flood insurance had been in effect? Would you 
venture any kind of an estimate of the total liability for this one year? 

Mr. Herp. You say “liability,” sir; do you mean claims, total 
claims that might have been made? 

Mr. Norre ut. Total claims that would have been audited and 
probably allowed had we had a complete flood-insurance program. 

Mr. Herp. Country-wide? 

Mr. Norreiy. Country-wide. 

Mr. Herp. I would have no way of giving you even a rough esti- 
mate on that today, but I would hope as a result of these studies we 
are conducting that we could. 

Mr. Norrei. Could we get a copy of that statement when it is 
completed? F 

Mr. Herp. Anything that we have, sir, will be made available to 
this committee. 

Mr. Norreyi. Will you give the committee, then, when it is com- 
pleted, any data touching on this subject that you may have? 

Mr. Herp. Yes, sir. 

Mr. Norreuui. Thank you. 

The gentleman from Mississippi. 

Mr. Warrren. Mr. Herd, I would like to ask you, taking in the 
over-all picture with regard to property and that type of insurance, 
what is the estimated premium collected by all the property-insurance 
companies? Do you have a general estimate? 

Mr. Herp. Under fire and extended coverage—or would you include 
all of the lines written by fire companies such as motor vehicle and 
hail and so forth—I can give you both. 

Mr. Wuirren. We will be glad to have both or either figure. 

Mr. Herp. I think, Mr. Whitten, in round figures, the fire pre- 
miums as such would be about $1,250,000,000 per year; and the 
income from miscellaneous sources other than that by coverages 
written by fire companies would be approximately the same, so that 
the total income of the so-called fire-insurance or property-insurance 
carriers would be about $2,500,000,000 a year. 

Mr. Wuirren. Which covers expenses of operating and so on? 

Mr. Herp. Yes, sir; expenses and reserves and so forth. 

Mr. Wuirren. If we were to require that the companies which 
have the present contracts were to take on flood insurance—and in- 
cluded it under other types of insurance that you now have, would 
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it be too far wrong to estimate that every man in the country could 
expect that his insurance rates would at least be doubled? Of course, 
that would not be the figure, I know, for each individual, but I mean 
roughly would you think the risk would be doubled and the premium 
would have to go up accordingly? 

Mr. Herp. Well, you are anticipating one of the answers we hope 
to come up with but I would not hazard the roughest kind of a guess. 

Mr. Wuirren. Well, you have gone into it this far, I know. You 
have found that the risk would be great enough that you have not 
attempted to go into it on a comprehensive basis, am I right? 

Mr. Herp. Well, Congressman, I am not any alarmist, sir, but I 
think if we were, by some device, compelled to provide flood coverage 
on all the property that we insure, whether it was on top of Pikes Peak 
orin Cincinnati, in the lowest river bottom or in the triangle section of 
Pittsburgh, that it would be only a matter of time when we would be 
confronted with claims that would exhaust our ability to pay. 

Mr. Wurrren. Under the whole buswess? 

Mr. Herp. That 1s our feeling. 

Mr. Wuirren. Regardless of the rate 

Mr. Herp. Well, if we tried to set a rate that truly reflected the best 
actuarial brains that we could obtain on this problem, it would bring a 
prohibitive rate on the fellow in the river bottom we are talking about 
or down in Cincinnati where floods are part of their existence. 

Mr. Cievencer. Periodica!ly. 

Mr. Wuirren. And that would increase the rate also to the fellow 
on top of Pikes Peak or any fellow a considerable distance from danger. 
If the rate got high enough he would take his own risk, would he not? 

Mr. Herp. Well, I would preface my answer by say “‘if”’. 

I do not believe you could compel everyone to pay the rate, regard- 
less of where he is located, because here is what we would be con- 
fronted with. When I say ‘‘we’ I am speaking of the insurance 
operators in the country. 

There are roughly 3,600 local mutual insurance companies in the 
United States that confine themselves to a county or to an area, and 
if that mutual company is operating in an area, let us say, entirely 
free from flood exposure, could you compel that local company to 
load its rate for flood coverage where it could be demonstrated that 
the exposure just did not exist under any circumstances; and if you 
gave us that insurance load in there, because we were writing country- 
wide competitively, if you load our rates against theirs, we would be 
pricing ourselves out of the local business wherever no flood exposure 
existed. 

Mr. Wuirren. Mr. Herd, I can appreciate that fact and I recog- 
nize everything that you have said. There is the further question of 
whether the Government has got a right to go so far as to require 
those things. But my question was, if coverage was that broad and 
if the law required it, even then would the cost be such as to upset 
the entire insurance business. 

Mr. Herp. In response to your question, specifically, my personal 
opinion is yes. 

Mr. Wuirren. And as to the suggestion or proposal that there 
should be coverage by insurance for flood damage, has there been any 
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concrete plan or suggested program that has been spelled out and that 
you had any opportunity to study? You have given us the benefit 
of your experience in the field and your observation. Now, there is 
no concrete program that has been presented to the committee to 
date. Has there been any such program suggested or projected that 
you know of? 

Mr. Herp. Mr. Whitten, there has been discussed in the insurance 
business circles whether the private insurance facilities would become 
available as a service organization to a Government instrumentality 
if you gentlemen decided as to the future that you wanted to set up 
such an organization. One of the reasons that I am here is that if 
you should arrive at that decision—and we have elected not to occupy 
that field—that all we could do would be to say that we want to assist 
in the administration and the operation of such a program through 
our facilities in much the same pattern that we had during the war in 
connection with the War Damage Corporation. Have 1 answered 
your question? 

Mr, Wurrren. You have. I would like to follow it up by asking 
you the same question I asked Mr. Berry. If Congress embarked on 
this program, whether you designate it insurance or whatever you 
might term it, wouldn’t it actually be a case of the Government 
promising indemnities on such losses for the future? 

Mr. Herp. That is correct. I would see no chance of putting it on 
an_insurance basis. It would be a damage-reimbursement program 
that would hit the Treasury whenever you got a serious disaster. 

Mr. Wurrren. Thank you, that is all. 

Mr. Norreuu. Mr. Furcolo,. 

Mr. Furcouo. There is a table here which is a summary of the 
direct property damage caused by the great flood of 1951. I assume 
it was prepared by some governmental agency or by Colonel Howse 
or whoever made the survey. 

In round figures it comes to about $2,400,000,000 in that area. 

Now, supposing, going on that basis, you go through the States, 
you go over the entire country and take the rivers that would be apt 
to cause damage—whatever we mean by “apt to cause damage” 
because I think any one of them could—would you not be willing to 
estimate that the possible damage that might be covered by any sort 
of a flood insurance program Nation-wide would certainly run to $15 
billion or $20 billion at a minimum? 

Mr. Herp. Well, Mr. Furcolo, that is one of the things that we 
have assigned or are going to assign to this engineering firm. I would 
rather not give you a curbstone answer until we have something backed 
up by some experts. 

Mr. Furcoto. I am not trying to pin you down too closely, but 
within, say, about 2, 3, 4, or 5 billion dollars. 

You see, I am just sitting here myself going by nothing but this 
summary of what actually happened and having in mind this does not 
even include such rivers as the Connecticut River, for example, where 
they had quite a flood, and I am wondering whether you might hazard 
a guess, a figure, if in all of these States you had that coverage, havin, 
in mind that in these three States you would have had to cover wel 
over $2,400,000,000, then certainly in all of the 48 States and taking 
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all the rivers that could cause damage, would you not say, “Oh, Lord, 
eo thing might probably run anything between $15 billion and $100 
illion.”’ 

Mr. Herp. Well, could not the people who got together the figures 
that totaled $2,400,000,000 project those, what the damage might 
have been if the Missouri had continued out of its banks and if the 
Mississippi continued out from where it happened right to the Gulf? 

Mr. Furcoxo. I think they could have. What I am asking you is 
out of your experience and giving you quite some latitude, a margin 
of $5 billion, a $10 billion, a $20 billion—if you would project it not 
only to those two rivers but also project it to the 15 or 20 other rivers 
that might cause damage—you would say it would be almost impos- 
sible to estimate in all probability, just on the basis of what did 
happen and having in mind what happened in Connecticut and what 
pe happen elsewhere, would you say that it would certainly run 
at least $20 billion, or not? 

Mr. Herp. Well, as Mr. Clevenger said, and I think he was refer- 
ring to those figures when he said it, they were chamber of commerce 
figures, and anything I would hazard would have no weight to it 
whatever. I mean, I have not the slightest idea. 

Mr. Furcoto. I had no thought of tieinmg you down but I just 
wondered if you might give us a guess. Thank you. 

Here is why I asked and here is the basis of my question. I do not 
know much about the insurance business and so my questions may 
be a little bit foolish but it would seem to me, going just by the basis 
of this record, that if you were underwriting or trying to work out 
any sort of an insurance program, certainly the possible damage that 
you might have to cover might well run anything from $20 billion to 
$100 billion. 

I also assume that you people—and by “‘you people’ I mean 
insurance companies—either by State laws or by rulings or regulations 
of the insurance commissioners, must make a showing of solvency and 
probable ability to pay off claims, is that correct? 

Mr. Herp. We are confronted with the question every year in our 
annual statement as to how much we have exposed in one risk or one 
occurrence, yes. 

Mr. Furcoto. That is right, so as a practical matter would I be 
fair in saying that either because of law or because of rulings of some 
insurance commissioners in the States or because of good business 
practice you—and I mean by “‘you”’ the insurance companies—will 
not undertake to insure more than it is probable they can pay if such 
claims are presented? 

Mr. Herp. You can limit it to the third one of those three points 
and that would be enough. We feel—and I am speaking personally 
now—that there is just no sound way that we could assume that 
liability. 

Mr. Furco.to. Yes. So, in other words, whether we take the 
figure I suggest that the possible or potential losses might be $10 
billion or $50 billion or whatever figure you might take within the 
realm of reason, would you not find yourself in the situation where if 
you were going to go into this, the insurance companies would almost 

ave to give up all of their reserves and all of the other forms of in- 
surance will pay—what I am getting at, Mr. Herd, is this not getting 





335 


you into a situation where you may owe—not that you will owe— 
10 or 15 or 20 times more than the total value of all the insurance 
companies in the country? 

Mr. Herp. That is a possibility. 

Mr. Furcoto. And as a result of that possibility—not probability, 
just possibility—does it not resolve itself into a situation where 
desirable as it might be to afford some sort of protection it is im- 
possible to do it either because the law will not allow you to pledge 
your assets to that extent or it is not sound business practice to do it? 

Mr. Herp. That is correct. 

Mr. Furcoto. Now the other question I want to get to is the one 
I touched on very briefly before and it is this. 

There apparently is a question in this entire area of mass unem- 
ployment that may result because industries would not again relocate 
where this damage has taken place and we can conceive of everybody 
not wanting to see mass unemployment. 

Do you know or did you have any opportunity of knowing whether 
or not some sort of a feasible insurance program might be worked 
out whereby these industries that hire people in the area could be 
shown that in the event of future floods they will be covered and pro- 
tected by insurance to such an extent that they will again locate in 
the area where the flood occurs? I do not know if you get what I 
am driving at. 

Mr. Hurp. I think I do. 

Mr. Furcoxo. Well, at any rate, that is the point that I am 
interested in because it seems to me there might be a practical solution 
at least on that small basis. 

Mr. Herp. Well, I think they are related to this extent. That if a 
program were devised, let us say, through an instrumentality of the 
Government such as a Federal Flood Damage Corporation or some- 
thing of that kind that would take care of the damaged property, 
that the next step would not be an unreasonable one and that is to- 
provide some form of what we call “Use and occupancy”’ insurance 
which would have for its purpose keeping the payroll intact until the 
disaster area was restored and back in operation. 

Before I leave that point I would like to make one further observa- 
tion and that is that—we are not talking about disease or health, we 
are just talking about employment, maintaining the payroll, as it 
were, of the workers who were thrown out of work until the plant 
was rehabilitated, is that correct? 

Mr. Furcoto. Well, that may be, but what I am talking about is 
the situation where a plant employing a good many people was 
flooded and the workers of the plant are out of employment and the 
owners says, ‘‘We may have to move to another State, we do not 
dare to take a chance on putting our physical property or our plant 
back there again because maybe there will be another flood and we 
do not have insurance protection.”’ 

Mr. Herp. I am just getting you now. My personal reaction 
to that: 

If a program went that far I should think it would be under the 
aegis of either the social security or the local relief agency and not 
coupled in with or tied in with an alleged program of coverage—I am 
just giving you a quick personal reaction. 


89525—51——22 
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I think if you tried to embrace that in a so-called insurance pro- 
gram or a damage program where you tried to spell it out in terms of 
coverage that you would be up against something that would be prac- 
tically impossible. 

Mr. Furcoxo. Well, here is what I am getting at. Suppose I sat 
down with you in your office and I say, “I have my factory and it is 
located in this area’’—well, Kansas, Missouri or wherever—‘‘and I 
was flooded out. They want me to locate there again because if I do 
not many employees will be put out of work. I am willing to do that 
but the thought in my mind is that there may be another flood and if 
there were, what would happen to me then? Can you give me any 
kind of insurance that will reimburse me for my loss in such flood?”’ 

Mr. Herp. Well, I get back, I think, to Mr. Clevenger’s observa- 
tion, that you open up a field there, because if you provide against 
flood—well, I read in yesterday’s morning paper, where, due to the 
dieselization of the New York Central Railroad, 500 people are out 
of work as of this morning in a certain steam division point. Because 
of the dieselization of the railroad those 500 men have got to move 
or find work some place else—why limit it to flood? 

Mr. Furcoxo. Well, here is another question along the line of what 
I am talking about. Suppose for reasons of my own I have my 
factory on the top of Pikes Peak and suppose again that I go to you 
and I say, “I want flood insurance from you.” Now, certainly, that 
is a very good proposition and you would probably insure me. 

Mr. Hurp. I would probably refer you to a psychiatrist. 

Mr. Furcoro. That is right, but I am trying to give you an illus- 
tration. On the other hand, if | have my factory near the river 
where there might be a flood you would say if you insured me, there 
would have to be a much larger premium. 

You understand, I am not talking about now of a world-wide 
Government program or anything like that. I am trying to come 
_down to actual cases, to such a case where a man might say, “I want 
to stay but I cannot stay unless I have protection.” 

Mr. Herp. May I go back to what I said initially? 

Mr. Furcoto. Yes. 

Mr. Herp. If Congress should see fit to provide a flood damage 
facility, we will say, for the restoration or reimbursement of loss of 
property, and they would also see fit to incorporate in such a program 
what we would call use and occupancy insurance, that is a form of 
insurance designed to keep the payroll intact and which would pay 
the wages of people who were thrown out of work until that plant 
was rehabilitated, that could become part of the same program. If 
the owner of the plant, despite that, elected to move away from that 
area then I would say you are moving over into social security or a 
local relief program. But up to the point that the payroll could be 
kept intact under such a policy or coverage contract until the plant 
could be rehabilitated, and back into operation, it could be part two 
of program 1, that is, of the property damage program. 

Mr. Furcouo. Well, I think our difficulty may be that I am trying 
to use, talking about a specific example and naturally you are talking 
about the whole program, so let me approach it in this way. 

Is there any place in the country or are there any policies, insurance 
policies of any kind sold that protect an individual against damage 
by flood? 
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Mr. Herp. Well, only to the extent that I have already put on the 
record, about the property in transit. I ought to qualify that. 

After the last flood in the triangle section of Pittsburgh Joseph B. 
Horne’s Department Store spent, I think, $2 million flood- proofing 
their property with automatic gates, and 10 companies are now 
carrying a limited amount of flopd insurance on that building. We 
have $200,000 and nine other companies have $200,000 each ; but that 
is the limit. 

Mr. Furcoto. In other words, do I understand correctly, that as 
far as private insurance companies are concerned that it is apparently 
either very difficult or extremely unusual to get the private insurance 
companies to insure any property owners against damage by flood no 
matter where in this country that property may be located—and to 
use the ridiculous illustration I mentioned a few minutes ago, even if 
it is located on the top of Pikes Peak? 

et Herp. For all practical purposes the answer to your question 
‘6 Aen... 

Mr. Furcouo. I see. Then as I understand it you would say that 
the over-all program of trying to insure everybody—home-owners 
and everyone else—in an area against flood damage is not practical 
and speaking generally is about impossible? 

Mr. Herp. Against flood damage as a private insurance company 
venture? 

Mr. Furcoto. That is right. 

Mr. Herp. The answer is, ‘‘Yes’’. 

Mr. Furcoxo. And referring to the question I discussed somewhat 
with Mr. Berry would your answer be the same if it were not to 
insure all property owners in the area but merely to try to insure a 
few plants or industries employing many employees? 

Mr. Herp. The answer would be the same. 

Mr. Furcoto. The same? 

Mr. Herp. Yes. 

Mr. Furcoto. That is what I wanted to get. Thank you. 


Mr. Herp. As a private insurance venture, was that your question? 
Mr. Furco.o. Yes. 


Mr. Herp. Yes, sir. 

Mr. Norreu. Mr. Clevenger. 

Mr. CLevencer. With reference to Mr. Furcolo’s questions about 
the moving of plants, that has not been too bad in this area in the 
packing industry, which is probably the predominant one there. 
There are two plants of major size that are now in the process of 
being abandoned, one at Topeka by the Morrell Co. and one of 
Cudahy’s in Kansas City. Of course, there may be a dislocation, 
but the chances are that the same number of animals will be proc- 
essed by Armour or Swift or somebody in Kansas City, in that area 
and it may be that Morrell might find a location that might be out 
of the flood area. Fortunately, those are the only principal ones 
that are not operating. 

This dislocation, of course, does not fall under the head of small 
business, the small individual entrepreneur, who has in many cases 
suffered complete loss of capital. The packing industry may heal 
iteslf, whereas it is otherwise with the small-business man. With the 
packing industry, the same numbers of cattle and other animals that 
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come normally into Kansas City are still going to be processed there 
and right now they are taking care of them as they come. 

But I see a great difficulty when we get into the field of indemnifica- 
tion, by and by we will be seeking an over-all coverage to protect us 
from Government engulfing us, we will be looking for that pretty soon. 

I mean, I was home, and that seemed to be the general feeling of 
some people that we came into contact with, that we needed some 
insurance against being engulfed by Government. I do not know 
whether I have made myself plain or not but we have come to the 

oint where people are beginning to wonder—people in all walks of 
ife, business, agriculture or what-have-you—whether we are not 
utting so much into Government that there will be nothing left in 
industry, for private industry, Government is taking so large a part 
of the national income. 

I can envisage that the figure of probably $221 billion or $224 
billion, whatever it is, that represents our national income, that that 
does not represent, really, many more tons and dozens or other units of 
production more than 1929 did, but that it has now got a different 
money factor on it—but at any rate if we are going to indemnify all 
kinds of loss, it could well take up, as Mr. Furcolo indicated, 5 or 10 
percent of our national income—what I am really trying to say is 
that this is an unchartered sea, with no actuarial experience. Cer- 
tainly, we are going somewhere, but I cannot find anybody with any 
feeling that he knows where we are going. 

It seems to me that instead of getting into insurance here, what we 
are getting into is the indemnity field where we are expected to protect 
people not only against acts of God, but, where by and by, we will 
have to protect them against acts of Congress. 

That is all. 

Mr. Norretu. Mr. Cotton. 

Mr. Corron. Mr. Chairman, I only have two questions. 

Mr. Herd, were you connected in some way with the war damage 
insurance set-up during the war? 

Mr. Herp. I was vice president of it, yes, sir. 

Mr. Corron. The President in his message which was the cause 
of these hearings recommended the inaguration of a system of flood 
insurance and he compared it with the War Damage Insurance system. 
He specifically says: 

To provide funds to establish a national system of flood disaster insurance, 
similar to the War Damage Insurance system of World War IT. 


During these hearings Colonel Howse and others have repeatedly 
compared proposals of flood insurance with the Government’s expe- 
rience in the War Damage Insurance field. 

Are they similar? Would you comment on that briefly? 

Mr. Herp. Mr. Chairman and Mr. Cotton, the similarity, as I 
see it, begins with the practical impossibility of private insurance 
assuming the liabilities under either one or the other. In other words, 
we could not in any way rate damage. We didn’t have any way of 
knowing what the potential of War Damage was. 

As we reviewed this problem from time to time we have come to 
about the same conclusion for the same and that is, it is just not some- 
thing that the private insurance business can get into. 

Now, from that point on, if the Congress decides it wishes to follow 
some form of indemnity and Congress feels the facilities of private 
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insurance companies can be made useful from the standpoint of 
economy and effectiveness, that is, running it as close to a business 
basis as possible, I think I am safe in saying that the insurance busi- 
ness would make its facilities available. 

But the question as to whether it is something that the Govern- 
ment wants to assume as a Treasury risk is something I think will 
have to be decided by the Congress. 

There is a point which has not been mentioned. 

You have before you I believe a specific appropriation for this 
disaster, that is, a proposal for this disaster that occurred in July. 

If a Federal Flood Damage Corporation were established with a 
specified capital of X million dollars and an occurrence came along that 
exceeded that plus whatever premiums had been paid into the corpo- 
ration, at least Congress would have an opportunity to take a look 
at it before they would commit the Treasury to an amount in excess 
of the capital plus receipts. 

In other words, you would in a way be building some kind of a 
fence around the amount of money that might be called to pay in 
future disasters whereas in the absence of such a corporation or a 
device, the amount that could be expended, in the way of relief and 
emergency appropriations, would be without limit. 

Mr. Corton. Is that what was done in the war-risk field? 

Mr. Herp. The War Damage Corporation was referred to the 
Reconstruction Finance Corporation and the authority in the section 
merely authorized the RFC to borrow up to $100 million but they 
never borrowed a penny. I mean, the mcome so greatly exceeded the 
outgo that I think we returned to the Treasury $226 million. 

Mr. Corron. Mr. Herd, that leads me to another point I had in 
my mind that I do not think you have touched upon. 

It has been frequently called to this committee’s attention in the 
evidence here that the experience of the Government in the field of 
war damage risk insurance was a happy one in that they came out 
ahead of the game and by implication, at least, it has been claimed 
that the same thing could be done in the case of flood insurance. 

Now, it was my understanding that no one knew where war damages 
might occur, that was spread all over the country, and I think the two 
problems are entirely different and that is what I had in mind when I 
asked the question. Could you touch on that? 

Mr. Herp. I am sorry if I did not get your question. 

In my opinion there is no comparison whatever between a flood 
damage coverage program and the war damage coverage program. 

Your flood damage coverage program would be from here on out 
and you would never know what the potential was from year to year, 
whereas under the War Damage Program, we knew it was for the 
duration of the emergency or the duration of hostilities, shall we say, 
and we liquidated, as of June 30, 1947, when hostilities were ended. 

Mr. Corton. Just one other question, Mr. Herd, and I will again 
quote from the President’s message where he says: 

Once the system of flood insurance is in effect, there should be no need in the 
future for a program of partial indemnities such as is now proposed for the Mid- 
west flood victims. As a permanent national policy, insurance is far superior to 
direct Federal payments. 

I gather from your testimony this morning that actually flood 
insurance if undertaken by the Federal Government either directly 
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or by utilizing the officials of your companies and under some rein- 
surance arrangement, actually is not a system of insurance but a 
system of indemnity payments. Is that correct? 

Mr. Herp. That is correct and I should hope that if you continue 
to consider this subject that the word “insurance’’ will not be applied 
to it because it is not insurance in any generic sense of the word. 

Mr. Corron. Thank you, Mr. Chairman. 

(Discussion off the record.) 


Mr. Norre tu. If there are no other questions, we want to thank 
you gentlemen. 


I want the record to show that we have heard Mr. Berry and Mr. 
Herd and we also have had present here Mr. J. D. Erskine, secretary 
of the Insurance Executives Association. 

All of these gentlemen are from New York, and I think that if 
there are any three men qualified in the United States to testify 
regarding the subject that we had under discussion, these men are 
among the outstanding men in this field. We are deeply appreciative 
of the help that they have given the committee. 


We thank you most generously for giving of your time and being 
with us. 


Before we conclude these hearings, I would like to imsert in the 
record a list of Federal departments, agencies and bureaus cooperating 
in the flood relief and rehabilitation programs. 

(The list referred to is as follows:) 


FrepERAL DEPARTMENTS, AGENCIES, AND BuREAUS COOPERATING IN THE FLOOD 
RELIEF AND REHABILITATION PROGRAM 


Department of Agriculture: 
Production and Marketing Administration 
Commodity Credit Corporation 
Farmers Home Administration 
Farm Credit Administration 
Federal Farm Mortgage Corporation 
Production Credit Associations 
Federal Land Bank Association 
Banks for Cooperatives 
Intermediate Credit Banks 
Federal Crop Insurance Corporation 
Soil Conservation Service 
Extension Service 
Agricultural Research Administration 
Rural Electrification Administration 
Agricultural Mobilization Committees 
Atomic Energy Commission 
Civil Service Commission 
Department of Commerce: 
National Production Authority 
Bureau of Public Roads 
Civil Aeronautics Administration 
Coast and Geodetic Survey 
Weather Bureau 
Comptroller General of the United States 
Defense Production Administration 
Defense Transport Administration 
Department of Defense: 
Munitions Board (Armed Forces Regional Council) 
Department of the Army—Corps of Engineers 
Department of the Navy 
Department of the Air Force—Air Matériel Command 





Economic Stabilization Agency: 
Office of Price Stabilization 
Wage Stabilization Board 
Salary Stabilization Board 
Office of Rent Stabilization (formerly the Housing Expediter) 
Federal Civil Defense Administration 
Federal Communications Commission 
Federal Reserve System, Board of Governors 
Federal Security Agency: 
Public Health Service 
Food and Drug Administration 
Office of Education 
General Services Administration 
Housing and Home Finance Agency: 
Community Facilities Service 
Home Loan Bank Board 
Federal Housing Administration 
Public Housing Administration 
National Housing Council 
Department of the Interior: 
Defense Electric Power Administration 
Defense Minerals Administration 
Defense Solid Fuels Administration 
Defense Fisheries Administration 
Geological Survey 
Petroleum Administration for Defense 
Bureau of Mines 
Bureau of Reclamation 
Bureau of Indian Affairs 
Department of Labor: 
Wage and Hour and Public Contracts Divisions 
Bureau of Employment Security 
Defense Manpower Administration 
Office of Defense Mobilization: Committee on Defense Transportation and 
Storage 
Reconstruction Finance Corporation 
Department of the Treasury: United States Coast Guard 
Veterans’ Administration 


Mr. Norreu. I have before me a summary of public expenditures 
and loans made for flood relief in six major flood disasters during the 
past 25 years by several of the major Government agencies charged 
with such responsibilities, including the Army Engineers, the Depart- 
ment of Agriculture and the Reconstruction Finance Corporation. 
Based on this study, there appears to be no precedent for the indemni- 
fication and flood-insurance programs as proposed in House Document 
No. 228. This summary will be placed in the record at this point. 

(The summary referred to is as follows:) 


1927 FLoop oN THE Mississippr River 


Most of the rehabilitation work in connection with the 1927 flood on the 
Mississippi River was carried by the Army Corps of Engineers, and the corps 
reports that the cost of the emergency work performed as a result of this flood 
amounted to $9,000,000 including reimbursement of funds contributed by local 
interests. 

In addition an appropriation of $400,000 was made to the Department of 
Agriculture for the employment of county agents to aid in rehabilitating flood- 
devastated farm areas as a result of the 1927 floods, 


THE 1936 FLoops on THE Mississtpp1 RIVER AND TRIBUTARIES 


The Corps of Engineers reports that $800,000 was expended for the repair of 
levees and other flood-emergency work as a result of the 1936 flood on the Missis- 
sippi River. 
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THE 1937 FLoop on THE Onto River anp Lower Mississiprr River 


Expenditures of $1,000,000 were made for emergency operations and repair of 
damaged fiood-control works, the major portion of which were made on tribu- 
taries of the lower Mississippi, according to a report of the Corps of Engineers. 
In addition the Quartermaster Corps distributed food and materials to flood 
victims. 

The Civilian Conservation Corps and the Works Progress Administration 
made expenditures of approximately 842 million dollars assisting in rehabilitation 
of flood areas and the Public Health Service expended approximately 1 million 
dollars including grants to States. 

The Reconstruction Finance Corporation authorized 7,537 loans for the rehabili- 
tation of families and business concerns as a result of the 1937 floods. The total 


amount of the loans was $8,613,000 or an average of about $1;150 for each loan 
authorization. 


THE New ENGLAND HuRRICANE AND FLoop oF 1938 


The Disaster Loan Corporation was one of the most active agencies operating 
in connection with this disaster although the President ordered all Federal depart- 
ments and agencies to give every assistance possible. The RFC made a total of 
1,880 disaster loans totaling $20,332,000. his included a loan of $16,269,000 
to the Federal Surplus Commodities Corporation and the Northeast Timber 
Salvage Administration purchased fallen timber with funds made available 
through the RFC. About 92 percent of the cost of this program was recovered 
through the sale of timber. 

While the Farm Security Administration had no special authority or program 
to assist farmers who were victims of damage by hurricane, assistance was made 
available within the limited funds available under the regular programs in the 
form of loans and direct relief to those farmers in this area who could meet 
eligibility requirements. 


Ture 1943 FLoops on THE MississtppP1 RIvER AND TRIBUTARIES 


The Army Corps of Engineers reports that its expenditures fof rescue work 
and for subsequent repair and restoration of damaged flood-control works amounted 
to $9,000,000. 

The Department of Agriculture estimates than 3,775,000 acres of crops were 
inundated in this flood and Congress appropriated $15,000,000 in the Second 
Deficiency Act of 1943 to make flood-restoration loans to enable farmers to get 
their damaged farms back into production. Approximately 3,300 loans amount- 
ing to $1,900,000 were made during the fiscal vear 1944. This money was later 
made available through 1946 and during the entire period the Department made 
4,000 loans totaling $2,775,000. Only a few loans were made by the Disaster 
Loans Corporation as a result of this flood, the number amounting to only 99 
joans which totaled $95,165. 


Tue 1948 FLoop on THE CoLumBIA RIVER 


Approximately $10,000,000 was expended by the Army engineers for flood- 
fighting operations and for the repair of damaged flood-control works as a result 
of the 1948 flood on the Columbia River. 


The Reconstruction Finance Corporation authorized 300 loans amounting to 
about $2,000,000 to victims of the flood. 

Mr. Norre.u. I would also like to insert in the record two letters 
dated September 18, 1951, to Hon. Clarence Cannon, our chairman, 
from Joseph T. Davis, and a copy of a resolution accompanying the 
letters, and Mr. Cannon’s reply thereto. 

(The letters and resolution referred to are as follows:) 


SEPTEMBER 25, 1951. 
Mr. Joseru T. Davis, 


Washington, Mo. 
Dear Mr. Davis: Thank you for your letter of September 18 and attach- 
ments concerning the problem of flood control on the lower Missouri. I have 
forwarded these to the special flood disaster subcommittee with the request that 
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they be made a part of the official record and be given every consideration in 
connection with future appropriations for this purpose. 
Sincerely yours, 


CLARENCE CANNON, Chairman. 


WasuHinctTon, Mo., September 18, 1951. 
Hon. CLARENCE CANNON, 


House Office Building, Washington, D. C. 


Dear CLARENCE: You will see from the enclosed that the farmers and business- 
men whose properties are damaged or destroyed by the Missouri River in Franklin, 
Gasconade, Osage, Warren, Montgomery, and Callaway Counties are in distress 
and expect some concrete assistance. 

I have written the enclosed letter so you may use it as you deem for the best 
interest of these people. 

Perhaps this information may be of interest and assistance to the subcommittee 
you have appointed. 

I wouid be pleased to hear from you with what suggestions you care to make. 

Thanking you and with personal regards, I beg to remain, 

Sincerely yours, 


Jos T. Davis. 


Wasuincton, Mo., September 18, 1951. 
Hon. CLARENCE CANNON, 


House Office Building, Washington, D. C. 


Dear Mr. Cannon: As president of the Lower.Missouri River Flood Control 
Association, consisting of farmers and businessmen along the Missouri River in 
Franklin, Gasconade, Osage, Warren, Montgomery, and Callaway Counties, 
Mo., organized at Hermann, Mo., on September 12, 1951; as president of the 
Franklin County Flood Control Association, organized by the farmers and busi- 
nessmen in Franklin County on September 10, 1951; as secretary of the Labadie 
Bottoms river protection district, and as a farmer owning and farming 500 acres 
of Missouri River bottom land in the Labadie bottoms, I desire to address you, 
and through vou, members of the appropriate committees of Congress, in behalf 
of all of the farmers and businessmen whose lands and properties have been and 
are subject to the overflow and damage by the floods of the Missouri River, of the 
above-named counties in Missouri. 

As apreliminary statement, I attach hereto a copy of a set of resolutions unani- 
mously adopted at the aforesaid meeting held at Hermann, Mo., which resolutions 
are based upon years of practical experience by each of the farmers and business- 
men, and, as a result of the careful study made by each, with a view of determining 
the cause of these floods in the Missourn River, with a desire of offering suggestions 
for relief and for the prevention of such floods. 

Since the disastrous flood of July, this year, we are now experiencing another 
flood in the lower Missouri River section. This flood is now covering all of the 
lands within the levees, especially where the levees were broken as a result of the 
July flood. 

The flood gage at Hermann, Mo., is set at 21 feet. This gage on September 17, 
showed 25.7 feet, or 4.7 feet above flood stage. 

In connection with the enclosed set of resolutions, we call your attention to the 
fact that beginning in 1935, we, in the lower Missouri River Valley, have now 
suffered nine major floods in a period of 16 years. Eight of these major floods have 
oceurred in the last 10 years. 

As a result of the two floods this year, the farmers have lest the use of their 
farm lands and have lost all of the income therefrom this year, averaging at least 
$100 per acre, and practically all of the income therefrom during the year 1952, es- 
pecially up to the time that the corn will be harvested, the latter part of 1952. 

As a result of the floods this year, and especially the flood now occurring, the 
farmers in our section have been unable to take advantage of the emergency aid 
offered through the Department of Agriculture, in the matter of assisting these 
farmers to plant alfalfa and to put some of the land into pasture. Many of these 
farmers, after the July flood subsided, purchased seed and fertilizer expecting to 
get into the bottom lands to prepare for alfalfa and pasture. Under the PMA 
program, the farmers were required to sow alfalfa, pasture, and legumes before 
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October 1 of this year. It will be seen that the farmers are unable to take ad. 
vantage of this assistance, and the fault is not that of the farmers. 

As a result of the frequent floods in recent years, the farmers in the lower 
Missouri River Valley ‘are low in purchasing power and short of funds with 
which to make the necessary levee improvements, such as purchasing the neces- 
sary rights-of-way for the relocation of levees, even though the United States 
engineers unertake to restore these levees 

In addition to the matters set forth in the attached set of resolutions, I desire to 
ask the additional considerations at the hands of Congress and the Administration: 

(1) That additional time or arrangements be made so as to enable the bottom 
farmers to take advantage of the assistance in the way of restoring their alfalfa 
fields and pastures, in these bottom lands. 

(2) That further appropriations and consideration be given to the soil conserva- 
tion, especially for the purpose of assisting in the draining of creeks and drainage 
eae in these bottom areas, so as to take care of the flow of water from the 

illsides. 

(3) That the Federal Reserve be more liberal through its member banks, so 
as to allow the farmers, as individuals, to borrow the necessary funds for the 
rehabilitation of their farms and also to be more liberal in the matter of loaning 
money to levee districts so as to enable the supervisors of these districts to rebuild 
their levees and defray the necessary expenses, as the districts are limited, by 
statute, in the assessments which can be made by the supervisors for levee main- 
tenance. 

(4) That the Reconstruction Finance Corporation be authorized to provide 
funds to these levee districts in accordance with the above suggestions. 

We regret that we are unable to be present to express ourselves in person before 
your various committees, but we hope that these facts and suggestions presented 
to you will be taken and considered in the nature of statements and opinions of 
the farmers in this lower Missouri River Valley section. 

Thanking you for your attention, I beg to remain 

Very truly yours, 


Jos. T. Davis. 


The following resolutions were duly presented, discussed, and adopted by 
delegates elected by farmers and businessmen along the Missouri River from 
Franklin, Gasconade, Osage, P vier Montgomery, and Callaway Counties to 


meet at Hermann, Gasconade County, Mo., to further the interests of farmers and 
businessmen against floods in the Missouri River Valley: 

Resolved, That while, we as farmers and businessmen of Franklin, Gas- 
conade, Osage, Warren, Montgomery, and Callaway Counties believe that there 
is considerable merit in the so-called Pick-Sloan plan and that advantage should 
be taken of the studies, surveys, and work already done by the United States 
Corps of Engineers and other agencies of the Government, so as to avoid delays 
and duplication of expenditures, still it is the judgment and opinion of the vast 
majority of the said farmers and businessmen along the Missouri River that said 
plan should be modified and changed in accordance with the following resolutions; 
be it further 

Resolved, That the matter of flood control should take precedence over 
navigation on the Missouri River, and that greater consideration be given to 
flood control than to navigation; be it further 

Resolved, That the present long and high dikes installed by the United 
States engineers to narrow the channel of the river and to retard the flow of the 
water in order to create a deep channel for navigation, be shortened so as to give 
greater width in the river and to permit greater flow of water. However, we 
favor dikes to remain in the river for bank protection; be it further 

Resolved, That immediate and greater consideration be given to the lower 
Missouri River, east of Kansas City, with a view of diverting water or adopting 
other feasible means of preventing disastrous and frequent floods in the lower 
Missouri River Valley; be it further 

Resolved, That the flood-control plans and work in the Missouri River 
Basin be separated from plans and work on the Mississippi River and other major 
streams, so that the study, plans, and work for flood control may be concentrated 
on the Missouri River and to centralize the work in the Missouri River Basin 
under one authority or control; be it further 

Resolved, That the Federal agencies, Missouri administration officials, and 
Members of Congress from Missouri, study and act together on a bill now in 
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Congress to provide reservoirs in the Grand, Osage, and other tributaries along 
the lower Missouri River to protect the lower Missouri River from floods caused 
by these tributaries or to determine upon some plan to help this section of the 
Missouri River without delay; be it further 

Resolved, That soil conservation along the uplands in the Missouri River Basin 
contributes materially to the control of floods, and greater stress should be placed 
on soil conservation; be it further 

Resolved, That the Federal Government, the State government, the Congress, 
and the United States engineers,render immediate assistance in replacing the 
farmers along the Missouri River to their lands so that they may grow the neces- 
sary grain and farm products for our Nation and in that connection restore our 
levees to such heights and strength as to protect these lands from further ordinary 
floods while the United States engineers are working on the upper end of the 
Missouri River; be, it further 

Resolved, That the Bagnell Dam be controlled and that the Federal Power 
Commission and other agencies exercise the necessary power to control said 
Bagnell Dam to further prevent floods out of the Osage River and in the lower 
Missouri River; be it further 

Resolved, That it is the desire and intent of this meeting that our delegates to 
a meeting to be held in Kansas City shall be free to act in accordance with the 
better judgment of each delegate, but they shall be guided by the opinions and 
wishes as expressed in these resolutions in the event such opinions and wishes are 
in accordance with the opinions of the majority of the delegates attending the 
meeting to be held at Kansas City, Mo., on or about September 21 and 22, 1951. 


Mr. Norre tu. I would like for the record to show that during these 
hearings, which commenced on September 19, 1951, and which we 
are this morning concluding, on the 26th day of September, all of the 
members of the subcommittee have been present all of the time. 

I would also like for the record to show that every person that has 
indicated a desire to be heard before the subcommittee has been 


heard and that no one has had any limitation of time placed on the 
testimony that he wanted to give. We have had full and complete 
hearings, so far as is possible. 

I am not advised of any additional witnesses to be heard or who 
desire to be heard, and that being the situation I am going to close 
the hearings at this time. 
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